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AEG to be broken 
up and merged 
with Daimler-Benz 

AEG, one of Germany’s oldest industrial companies 
is to be di sman t l ed- The electronics group is to be 
merged into Daimler-Benz, Germany’s largest com- 
pany and AEG’s majority shareholder. AEG's super- 
visory board sealed the fate of the group, whose 
inventions have included the first high-speed elec- 
tric railway locomotive and the Pal colour televi- 
sion system. AEG’s break-up will lead to a new cor- 
porate structure at Daimler-Benz, increasing its 
operating divisions from four to seven. Page 19: 

Lex, Page is 

US tax reform report urges change 

TTie US should tax 
income at a single low 
rate as part of a radical 
overhaul of tax policy 
designed to stimulate 
economic growth, a com- 
mission headed by lead- 
ing Republican strategist 
Jack Kemp said. The tax 
reform report, commis- 
sioned by Robot Dole 
(left), the Senate major- 
ity leader and front-run- 
ner for the Republican nomination, and House 
speaker Newt Gingrich, follows months of public 
hearings and will fuel an intense debate on tax pol- 
icy among Republican presidential candidates. Page 
18; Radical overhaul sought. Page 6 

Fed vice-chairman quits: Alan Blinder is 
resigning as vice-chairman of the Federal Reserve 
board when his term expires at the end of this 
month, to return to teaching at Princeton Univer- 
sity. Page 6 

Groups link for German telecoms; 

Mnnnesmann and Veba, two of Germany’s biggest 
companies, are to join forces in the battle to com- 
pete with Deutsche Telekom in the world’s third 
largest telecoms market Page 19 

Wallenberg flagship may seek US Hating: 

Investor, the flagship bolding company of Sweden’s 
Wallenberg industrial empire, is considering seek- 
ing a stock exchange listing in the US as part of its 
attempt to reduce the big discount suffered by its 
shares because of its diversified investment portfo- 
lio. Page 20 

Swiss and US lead Russian in v e s t me nts 

Swiss and US companies are now the leading inves- 
tors in Russia, accounting for half of foreign direct 
investment, according to the United Nations Eco- 
nomic Commission for Europe. Page 5 

Pasok to choose new Greek premier: 

Deputies from Greece's governing Panhellenic 
Socialist Movement (Past*) will elect a new prime 
minister today to succeed Andreas Papandreou, 
who resigned earlier this week because of ill-health. 
Page 2 

IBM faces 9249m bribes probes; 

International Business Machines of the US is the 
subject of separate probes by the US Securities and 
Exchange Commission and the Federal Bureau of 
Investigation into allegations that its Argentine 
subsidiary paid bribes to win a $249m contract 
Page 6 

Iraq to open oH sale talks with UN: Iraq has 
agreed to open talks with the United Nations on the 
possible sale of up to $2bn-worth of oil, but officials 
in New York appear sceptical about Baghdad's real 
intentions. Page 4 

Gist tumbles to record loss: Giat Industries 
France, the tank and munitions maker, announced 
one of the worst results ever recorded by a French 
state company. Page 20 

Nokia to axe 600 Jobs: Nokia, the Finnish 
telecommunications group, moved to tackle prob- 
lems In its troubled consumer electronics division 
by announcing plans to cut 600 jobs. Page 20 

EBRD backs Warsaw deveJopmenfcThe 

European Bank for Reconstruction and Develop- 
ment and Generate Bank of Belgium are providing 
520m to develop a Warsaw office block to help alle- 
viate the acute shortage of commercial space in the 
Polish capital. Page 5; Poland's political crisis deep- 
ens, Page 2 

Britain eyes Cuban deals: The Commonwealth 
Development Corporation, the British government’s 
development finan ce institution, plans to open an 
office in Cuba and is identifying investment oppor- 
tunities. Page 5 

The Scream* thieves failed: Four men have 
been jailed by an Oslo court for stealing Edvard 
Munch’s “The Scream", Norway's most famous 
painting, in 1994. The masterpiece was recovered 
after three months virtually undamaged. 
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Jurek Martin on 
Hillary Clinton 
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Russia steps up Chechen assault 

By John Barham In Ankara and _ _ _ , ; . 


By John Barham In Ankara and 
Ctvystig Freeland In Moscow 

The Russian government yester- 
day launched an all-out attack on 
Chechen rebels in southern Rus- 
sia and berated Turkey for its 
lenient attitude towards pro-Che- 
chen hijackers in the Black Sea. 

But the Kremlin’s hardline tac- 
tics in Chechnya also came under 
fire from the Russian parliament, 
which passed a resolution con- 
demning tbe government’s poli- 
cies, while western leaders 
expressed growing concern about 
the escalating conflict 

Moscow’s tougher response 
came as tbe leader of Chechen 
sympathisers holding 209 hos- 
tages on a Black Sea ferry said 
last night he would begin releas- 
ing some of his prisoners. 

The ferry was seized by at least 
six gunmen on Tuesday as it was 
about to leave the Turkish port 
of Trabzon for Sochi on the Rus- 


Turkey berated for soft stance on hijackers 

as hardline tactics come under fire from west 


sian Black Sea. Russian officials 
accused Ankara of precipitating 
the crisis by disre ga rd in g warn- 
ings about the activities of Che- 
chen sympathisers in Turkey. 
Russia's Foreign Intelligence Ser- 
vice said Turkey had “light-heart- 
edly” ignored Moscow's cautions. 

But the hijackers say their 
quarrel is with Russia’s attack on 
Chechen separatists, not with 
Turkey, and the gunmen prom- 
ised to release the ferry's 46 
Tur kish passengers. 

There are an additional 118 
Russian passengers and 45 crew 
on the ferry Avrasya, which con- 
tinued yesterday to mak e slow 
progress along Turkey's northern 
coast towards Istanbul. 

Although Mr Mohammed Tbp- 


Chechen ‘Pandora's Box' Page 3 

Lax Page 18 

cam. tbe hijackera’ leader, is a 
Turkish citizen he is an ethnic 
Abkhazian. Tbe Abkh azians are a 
north Caucasus mountain people 
with close historic links to the 
Chechens. 

Mr Topcam said the ferry 
would be blown up with all its 
Russian passengers aboard when 
it reached tbe Bosporus straits 
unless Moscow halted its attack 
on the Chechen fighters who are 
holding dozens of hostages in the 
southern Caucasus village of Per- 
vomaiskoye. 

But the Kremlin showed no 
sign of stopping the fierce assault 


against Pervomaiskoye, which 
began yesterday morning after 
two days of sporadic fighting. 

In an attack which military 
analysts said was likely to level 
the village, Russian forces pum- 
melled the settlement with multi- 
ple rocket launchers. 

By nightfall yesterday, Che- 
chen fighters were reported to be 
still resisting the Russian attack. 

Russian forces, which had 
freed about 28 hostages, claimed 
the heavy artillery was used 
because Chechen fighters had 
begun killing their remaining 
captives. But Chechen separatists 
said they had not killed any of 
the hostages and tha t the 16 dead 
captives were the victims of Rus- 
sian shelling. 


In a sign that Moscow's ruling 
elite is closing ranks on the Che- 
chen issue. Mr Victor Cherno- 
myrdin. the prime minister, pub- 
licly backed the tough new line. 

In the past. Mr Chernomyrdin 
has advocated a political resolu- 
tion of the Chechen conflict, but 
he lias come under intense criti- 
cism this week for negotiating an 
end to a Chechen hostage-taking 
incident last summer. 

Many Russian politicians say 
the deal Mr Chernomyrdin 
reached in June emboldened Che- 
chen fighters to seize more pris- 
oners this week. 

US and European officials yes- 
terday expressed growing con- 
cern over Russia's use of extreme 
force, warning that the actions 
might exacerbate the conflict. 

Russia's newly elected parlia- 
ment took a similar view, over- 
whelmingly backing a resolution 
criticising the Kremlin for not 
seeking a political settlement. 


Eurotunnel may 
ask court for 
debt mediator 


Live TV barred at Berlusconi trial 


By Wiffiam Lewis, Robert Rice 
and Robert Peston 

Eurotunnel, the Anglo-French 
operator of the Channel t unnel, 
may ask a French court to 
appoint a mediator to handle 
negotiations with its banks after 
a warning by its auditor that it is 
in danger of becoming techni- 
cally insolvent 

The mediator would have pow- 
ers to seek a binding agreement 
between Eurotunnel and creditor 
banks which agreed to take part 
in the procedure. 

KPMG, the company’s French 
auditor, filed the warning to com- 
ply with its duties under France's 
bankruptcy law. Eurotunnel said 
last night “there is no such dan- 
ger" of the company becoming 
insolvent in the period to March 
1997. due to a standstill agree- 
ment with its banks, which are 
owed £8bn ($12bn). 

Eurotunnel's shareholders 
have not been told of the possibil- 
ity of the court appointing a 
mediator nor of the French audi- 
tor’s concerns. 

However, Eurotunnel said that 
it planned to give shareholders 
copies of KPMG’s repot at the 
annual meeting in June. It also 
said it had informed its 225 hanks 
“as a matter of course". 

Last September, Eurotunnel 
announced it had suspended 
interest payments on its debt and 
was entering negotiations with 
its banks to rearrange its 
finances. 

However, the talks have made 
slow progress and the- company 
has suffered from stock market 


rumours that it is to go Into 
administration in the UK. 

“In France, this is seen as a 
relatively orderly happening," a 
Eurotunnel spokesman stressed. 
He said the auditor’s report 
“showed that there are difficul- 
ties" but that it was “an inevita- 
ble and normal event". 

Following the company's Sep- 
tember announcement, KPMG 
submitted a report on Euro- 
tunnel's finances to Tribunal de 
Commerce, a French commercial 
court, in Paris. 

Eurotunnel last night refused 
to give details of tbe report other 
than to say that KPMG had sub- 
mitted it “because it was their 
duty undo* French law to do so". 

According to legal experts, tbe 
1985 French Bankruptcy Law 
requires auditors to alert the 
commercial court “where the 
anticipated income of the enter- 
prise will not cover the payments 
of its debts". 

If an auditor fails to trigger an 
alert it can be held liable for 
damages in the event of the com- 
pany going into liquidation. 

Eurotunnel said it was now 
able to request the president of 
the court to appoint a Mandataire 
ad hoc to mediate between it and 
creditor banks. The company 
described the mediator's role as 
“a sort of kind uncle that helps 
the company in reconciling its 
differences". 

The spokesman said Euro- 
tunnel “has as one of its options 
the opportunity to go to the pres- 
ident and ask for the tribunal’s 
support in the appointment of 
tbe Mandataire ad hoc”. 
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French 
recognise 
value of 
English 
gangster 

By Andrew Jack in Paris 

Tbe Academic Franca is e, the 
official arbiter on the French 
language, yesterday recognised 
“gangster" and “garden party" 
among a number of English 
words now acceptable for com- 
mon use, to the probable chagrin 
of purists. 

In the latest Official Journal or 
the Academic, 647 new or modi- 
fied words beginning with "P 
and “g" have been added to the 
draft of a new edition of an 
approved dictionary. 

The document, which delights 
in detail, also clarified that the 
plural of gagne-pain (job) was 
gagne-pains, and highlighted 
useful words such as frotte- 
manche. a Belgian expression for 
a sycophant 

It also inclnded a number of 
extra English words, including 
“full", as in a “full house" in a 
card game, and garden party, 
nadding that “party” had itself 
been derived from the French 
word “partie". 

Under the previous govern- 
ment, Mr Jacques Toubon, the 
minster of justice, had opposed 
the encroachment of “franglais" 
into the French language and 
introduced a law cutting down 
on the use of English in official 
documents. 

Bat the Acad6mie yesterday 
played down any conflict with 
the government, stressing that 
its role was simply to recognise 
words in current, appropriate 
usage, adding that Sir Toubon’s 
law was not as draconian as it 
had been made out to be. 

Even so, the AcadCmie’s work- 
load may not meet the current 
French administration's demand 
to cut down on extravagance by 
the state and to improve produc- 
tivity. 

Since the Academic's founda- 
tion in the 17th century, the sole 
official function of its 40 
“immortals" - members who are 
chosen for life - has been the 
compilation of a dictionary of 
French. They meet every Thurs- 
day to carry out their work. 

They have only ever produced 
eight dictionaries, the most 
recent fun version dating from 
1935. Work began in earnest on 


Continued on Page 18 


Former ttafian prime minister Silvio 
Berlusconi, toft; confers with his law- 
yers at the start of his trial in MRan 
on charges of bribing financial 
police. They objected successful to 
proposed Gvn television coverage of 
the trial agreeing that the proceed- 
ings should go out Hve on radio 
alone. Report, Page 18 mctusAP 


Airline owner may sell stake 
in Sabre reservations system 


By Michael Skapinker in London 
and Wolfgang MOnchau in 
Frankfurt 

AMR, the parent company of 
American Airlines, is believed to 
be considering selling a stake in 
its Sabre reservations system, the 
most profitable part of the group. 

AMR said it could not comment 
on the report of the possible sale, 
which was reported by Manager 
Magazin of Germany. However, 
the group said it was involved In 
discussions with various parties 
on a continuing basis. 

The magazine said AMR had 
ruled out a sale to a rival airline, 
preferring a “neutral operator". 
This would open the way to non- 
air line buyers, including com- 
puter and telecommunications 
companies. 

The magiirine said AMR would 
use the receipts of the sale for 
“the next round in the acquisi- 
tions game" for US airlines. 

Last year AMR investigated the 
possibility of buying USAir, in 
which British Airways has a 24.6 
per cant stake, but nothing came 


of tbe talks between the two US 
camera. 

Analysts were surprised that 
AMR might consider selling part 
of Sabre. The conventional wis- 
dom in the industry is that Mr 
Robert Crandall, AMR chairman, 
would rather sell American Air- 
lines than Sabre. 

AMR yesterday reported that 
Sabre made pre-tax profits of 
$371m in 1995, with a profit mar- 
gin erf 23 per cent The airline 
division made a pre-tax loss 
before extraordinary provisions 
of $81m. AMR said the group’s 
net earnings were $167m after 
restructuring charges, compared 

with 3228m in 1994. 

Analysts said my explanation 
for selling part trf Sabre would be 
to provide AMR with the cash to 
expand in the airline industry, 
either in the US or abroad. 

Sabre is one of the world's big- 
gest computerised reservation 
systems, which allow travel 
agents to book airline tickets, 
hotel rooms and car hire. 

Founded in 1962, Sabre’s com- 
puterised heart is in an under- 
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ground bunker In Tulsa. Okla- 
homa. Sabre terminals are on the 
desks of 28,000 travel agencies in 
74 countries. 

All tbe big reservation system 
providers are battling to increase 
their worldwide presence. Last 
year, Amadeus, the system 
owned by Air France, Lufthansa 
of Germany and Iberia of Spain, 
acquired the reservations system 
of Continental Airlines of the US. 

Galileo, the third big reserva- 
tions system, Is owned by a 
group of airlines, including Air 
Canada, Alitalia, British Air- 
ways, United Airlines and USAir. 

Airline industry observers 
have speculated that the growth 
of direct booking on tbe Internet 
might impede expansion of reser- 
vation systems. 

British Midland last week said 
it had became one of tbe first 
airlines to accept credit card pay- 
ment for tickets over the Inter- 
net Reservation system provid- 
ers, however, say they believe the 
Internet will not have a substan- 
tial impact on their businesses 
for many years. 
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NEWS: EUROPE 


Euro-MPs reject greater openness Survey feeds 


By Emma Tucker in Strasbourg 

Hie European Parliament yesterday 
threw out proposals to outlaw the 
acceptance of undeclared gifts and 
payments in a move that will further 
damage the assembly’s less than pris- 
tine reputation. 

The decision to shelve plans for a 
register detailing lobbyists' gifts, as 
well as proposals for a full declaration 
of MEPs' financial interests, is likely 
to undermine the parliament at a 
time when it is calling for its powers 
to be extended. 

It is also likely to prompt accusa- 
tions of hypocrisy. The parliament 
has campaigned vociferously for 


greatm- openness and transparency at 
the Council of Ministers and the Euro- 
pean Commission. 

“I don't think the vote could have 
done much to enhance the image of 
the European Parliament,” said Mr 
Glyn Ford, the British Socialist MEP 
and author of proposals that would 
have forced lobbyists to declare any 
gifts or donations made to MEPs. 

“The vote will only encourage those 
people who want to undermine the 

institution. . . . they will use it as an 
excuse to deny the parliament the 
power it should be offered," he said. 

Hie proposals fell through after fail- 
ing to attract the support of the Con- 
servative European People's party. 


the second largest grouping in the 
parliament alter the Socialists. 

The £PP said it was unable to reach 
a consensus within its own ranks 
because of “cultural'’ differences. 
Some Christian Democrats, including 
French. Spanish and Nordic MEPs, 
said it should be a crime to accept 
anything from a lobbyist, while oth- 
ers, including the British, said taking 
gifts was acceptable so long as they 
were declared. 

The Ford proposals would have 
required anyone spending more than 
a week inside the parliament to sign a 
register and to disclose any cash or 
gifts offered to MEPs, assistants and 
officials that exceeded EcuJUOOO (£840) 


per year, per person. Lobbyists would 
also have had to seek permission to 
visit a member's office, thereby- ban- 
ning the common practice of cold- 
railing ” ftTEPs m their rooms. 

Last year there were ugly scenes 
when the Iranian National Resistance 
pestered MEPs, interrupting meetings 
and becoming physically intimida- 
ting. “It got over the top,” said Mr 
Ford. “They were knocking on the. 
door every half hour.” 

A second proposal, calling for a dec- 
laration of professional activities an d 
financial interests, was also shelved. 
However. Mr Jean -Thomas Nord- 
mann , a French liberal MEP and its 
author, was not dismayed. “This was 


not a burial of the report," he said. “I 
am optimistic that we can reach cer- 
. tain solutions." 

. . The EPP said the proposals wore 
. “not. well thought out” and it had 
presented an amendment requiring 
that details of property and income be 
' declared but kept confidential and 
only released at the request of a court 
‘ of law. 

Both reports were sent back to the 
parliame nt's “rules- committee ", in 
theory to be reworked. However, this 
was the second time in six years that 
roles flftngri at lt rnitfrng lobbyists have 
finned to win support, and Mr Ford 
saw he was not optimistic about pro- 
posals rfremerging in the near future. 


Links fall short of drawing up co-ordinated policy initiatives 


Bonn and Paris swap growth plans 


By Peter Norman in Bonn 

Germany and France are 
^changing information about 
plans to foster growth and jobs 
in their economies, but the 
links foil a long way short of 
drawing up a co-ordinated pol- 
icy initiative. 

Mr Peter Hausmann, Ger- 
man government spokesman, 
yesterday confirmed that 
experts from the two countries 
were in touch. However, in an 
apparent bid to play down 
expectations of joint action, he 
emphasised that economic con- 


ditions in France and Germany 
differed. 

Earlier this week. President 
Jacques Chirac disclosed that 
he had talked to Germany's 
Chancellor Helmut Kohl of the 
need for co-ordinated measures 
to boost the two economies. 

So for. however, links have 
been limited to telephone con- 
tacts between the chancellery 
and the Elys£e palace. In Bonn 
at least, the government minis- 
tries which are helping to draw 
np a package of measures to 
boost Jobs and economic 
growth for the end of this 


month are not yet involved. 

However, pressure for joint 
Franco-German action is grow- 
ing. Mr Earl Lamers, a leading 
foreign policy expert in Mr 
Kohl’s Christian Democrat par- 
liamentary group, has 
suggested that Germany's own 
plans to limit its public deficit 
while encouraging job creation 
should be adopted by other 
European Union countries at 
the level of an EU summit 
meeting. 

He has called for a Franco- 
German Initiative to spread the 
ideals of the “social market 


economy” throughout the EU. 
Specifically, EU member states 
should commit themselves to 
fiscal rectitude, as proposed by 
Mr Tfaeo Waigel, the German 
finance minister, in his stabil- 
ity pact for Europe. With their 
fiscal flanks secure, EU govern- 
ments should then involve 
trade unions and employers in 
structural reform programmes 
to lower the costs of labour. 

Although fiscal consolidation 
can cause pain in the short 
term, voters should be taught 
that stability encourages 
rather than destroys employ- 


ment Mr Lamars argues that a 
European stability and employ- 
ment pact could make Europe's 
citizens appreciate the Maas- 
tricht Treaty more because it 
would be seen as being linked 
to job creation, rather than 
simply to matters of money. 

Mr Lamers believes that a 
Franco-German social market 
initiative could find a positive 
echo elsew he re in the EU and 
particularly in the Nether- 
lands, whose prime minister 
Mr Wim Kok is a former trade 
union leader and is dose to 
Chancellor Kohl 


Juppe to bring forward tax reform 


By David Buchan in Paris 

The French government is 
considering a modest boost to 
the country’s flagging econ- 
omy by bringing forward to 
this summer a long-planned 
fiscal reform. But It flatly 
rejected backbench calls yes- 
terday to delay a tax to repay 
welfare debt and to let people 
postpone their spring payment 
of income tax. 

Directed by President Jac- 
ques Chirac to prepare a new 
package to revive fiat eco- 
nomic activity, the govern- 


Dutch call 
for bugging 
inquiry 

Dutch politicians yesterday 
demanded an inquiry after 
reports that one of the coun- 
try's largest banks was alleg- 
edly tapping staff telephone 
calls and using the information 
to judge personal performance, 
Baiter reports from Amster- 
dam. 

An article In De Volkskrant 
newspaper accused Postbank, 
part of the 1NG financial ser- 
vices giant of eavesdropping 
without permission on hun- 
dreds of staff dealing with cli- 
ents on the telephone. 

Postbank executives told 
Reuter that they were unable 
to comment immediately but 
planned to Issue a statement 
later. 

The Dutch Green party 
called on the justice ministry 
to investigate whether Post- 
bank had broken the law by 
breaching staff privacy. Trade 
union officials warned that, if 
true, the practice was totally 
unacceptable. 

“If it’s true that employees 
don’t know they're being 
watched, this is a serious situa- 
tion.” said a spokesman for the 
national Dutch services onion, 
which plans to raise the 
issue with Postbank manage- 
ment. 

According to De Volkskrant 
the bank's management has 
been monitoring staff tele- 
phone calls for more than 18 
months by using a specially 
designed computer bugging 
device. 
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ment is HOW p lanning to bring 
in earlier part of the fiscal 
reform It had planned for 
1997. 

The change involves taking 
a couple of percentage points 
off employees' health insur- 
ance charges and truing the 
public financial hole with a 
smaller increase in the CSG, a 
general social charge that is 
levied an more people and on a 
wider range of income. 

Referring to the president’s 
declared wish for co-ordinated 
measures with Germany, Mr 
Alain Jnppd, the prime minis- 


ter. said he hoped for some 
“synergy with Germany and 
our European partners”. 

But, in an interview with Le 
Figaro newspaper yesterday, 
he made clear Us main discus- 
sions on new measures to 
encourage consumption and to 
give housing a boost would be 
held with employers and 
unions in France rather than 
governments abroad. 

Clearly irritated with the 
way backbenchers in his own 
centre-right coalition have 
responded all too vigorously to 
the Chirac order, Mr Juppe 


yesterday told deputies they 
should think about whether 
their ideas “help or Under die 
government and the coalition” 
before going public with them. 

Specifically, he rejected calls 
from the government back- 
benches for a postponement of 
his levy of 0.5 per cent, due to 
come into force next month, to 
be used to repay FFrSSOm 
(W6m) worth of accumulated 
social security debt The gov- 
ernment coalition had already 
given this levy its backing, he 
said, and he was not going to 
bad; away from it now. 


He also scoffed at the arith- 
metic of supporters of Mir 
Edouard Balladur, his prede- 
cessor as prime minister, who 
claimed that Mr Jupp£ was 
exaggerating the amount 
of welfare debt to be 
repaid. 

Meanwhile, government offi- 
cials ruled out the idea floated 
by Mr Balladur fids week that, 
in the Interests of boosting 
con s ump li on, people should be 
allowed to delay payment of 
the one-third of their annual 
income tax bfll due in mid- 
February. 





Poland's President Alexander Kwasniewski (left) in conversation with King Albert n in Brussels yesterday. During his three-day trip 
to Belgium, the president will meet government Nato and European Union officials am* 

Poland’s political crisis deepens 


By Christopher Bobinski 
in Warsaw 

Poland's political crisis 
deepened yesterday as the 
country's main opposition 
party outlined a plan to replace 
the present governing coali- 
tion. Newspaper reports also 
suggested that Mr Jozef 
Oleksy, the former co mmunis t 
prime minister who Vms been 
accused of spying for the Rus- 
sians. was not the only agent 
at the top of his party. 

Wprost, a high-circulation 
weekly magazine, claimed the 
Russians had two other 
hlgb-level agents in the SdRP, 
Mr Oleksy’s former communist 


party. The paper quoted their 
code names and said Poland's 
UOP state security office had 
obtained the information from 
a source inside Moscow's secu- 
rity services. 

Mr Leszek Balcerowicz, head 
of the Solidarity-based Free- 
dom Union (UW) party, said 
his movement would be put- 
ting a motion of no confidence 
In the government, as would 
other opposition parties such 
as the Labour Union (UP). 

The move will only be suc- 
cessful if the UW can persuade 
the Polish Peasant party (PSLi. 
junior partner in the governing 
coalition, to break with the for- 
mer communists and join the 


opposition to form a new gov- 
ernment. 

Mr Waldemar Pawlak, PSL 
leader, yesterday said no deci- 
sion could be expected from his 
party until its national leader- 
ship met next week. 

At present, the PSL has a 
strong position in local admin- 
istrations and several key eco- 
nomic posts which give it more 
influence than its electoral 
support would suggest This 
position would be weakened if 
the PSL decided to switch to a 
new coalition with several 
political parties all eager to 
staff senior ministries. 

The UW is arguing that, 
whether the charges against 


Mr Oleksy are substantiated or 
not the fact of his admitted 
friendship with a man who 
turned out to be a KGB agent 
has hurt the government's 
standing, and that the PSL 
should In the national interest 
help to form a new administra- 
tion. 

This line is supported by yes- 
terday’s text In Wprost which 
detailed the Polish communist 
party's financial status in 1990 
when reborn as the SdRP. It 
went over circumstances of the 
transfer of an already publi- 
cised Sim (£649,300) loan from 
the KGB, su&esting Mr Olek- 
sy's movement was effectively 
an agent of a foreign power. 


Pasok to 
choose 
new Greek 
premier 

By Kerin Hope in Athena 

Deputies from Greece’s 
governing FanheUenic Social- 
ist Movement (Pasok) will elect 
a new prime minister today to 
succeed Mr Andreas Papan- 
dreou, who resigned earlier 
»Ha week because of fll-healto. 

For Pasok deputies, who 
have only a limited role in 
party affairs, the election, of a 
new prime minister offers an 
unexpected chance to wield 
real power. The list of candi- 
dates shortened yesterday to 
four after parliamentary 
Speaker Apostolos Kaklamanis 
pulled out of the race. 

Mr AkiS Ts ochatzopo ulos , 
acting prime minister, baa not 
fo rmally announced his candi- 
dacy, but was expected to do so 
before Pasok’s 169 deputies 
gather in parliament for the 
vote. 

Supporters of Mr Tsochatzo- 
poulos are likely to decide the 
outcome of a runoff vote. Nei- 
ther of the two front-runners, 
Mr Costas Simitis, former 
industry minister, and Mr Ger- 
arimnn Arsenis, defence minis- 
ter, is expected to win a dear 
majority in the first round. 

The fourth candidate, Mr 
Yannis Haralambopoulos, a 
former foreign minister who 
baa been in near retirement 
because of a heart condition, is 
likely to finish last in the polL 
He represents a small group of 
elderly former cabinet mfols- 
ters who were close .to Mr 
Papandreou. 

Apart from past and present 
cabinet ministers, mast of 
Pasok’s parliamentary group 
are young and relatively 
unknown politicians. In a left- 
over from the party's Marxist 
past both policy-making and 
patronage are closely con- 
trolled by Pasok’s 150-mam her 
central committee. 

Mr Simitis ’s campaign to 
give the parliamentary group 
additional powers should stand 
him in good stead In today’s 
election. According to opinion 
polls, he Is also rated the 
leader most likely to win the | 
next general election, due in 
1997. 

Mr Simitis nan also count on 
support from popular back- 
benchers in Pasok’s pro- Euro- 
pean faction, such as Ms Vasso 
Papandreou. a fanner EU com- 
missioner. and Mr Theodoras 
Pangalos, former European 
affairs minister, who both have 
a personal following among 
deputies. 

However, Mr Simitis has 
been criticised by deputies 
loyal to Mr Papandreou for 
publicly ripwiandju g hie retire- 
ment Mr Arsenis, whose sup- 
port Is stronger among Pasok 
offi c i al s than deputies. Is por- 
trayed by the prime minister’s 
associates as his political heir. 

Whichever candidate wins 
will be under pressure to make 
concessions to his opponent, 
such as offering him a s enior 
cabinet post, in order to pre- 
serve Pasok’s unity. 

The new prime minister will 
have only a few months to 
secure his Job before Pasok’s 
central committee holds a spe- 
cial party congress in June at 
which he will be obliged to 
face election as party leader. 


By GfBten Tett, 

Economics Correspondent 

Fresh indications of the 
slowdown in European growth 
have emerged in a survey of 
businesses and consumers pub- 
lished yesterday. 

According to the European 
Commission, business confi- 
dence deteriorated last month 
in almost all EU countries, par- 
ticularly in France, Belgium, 
Britain and Germany. 

Consumer sentiment also 
declined, the unease affecting 
both France and Germany, 
with Strang currencies over the 
past year, and Italy, with a 
weaker one. 

The Commission's survey, 
which covers 23,000 businesses 
In 12 EU countries Is arguably 
the most authoritative pan- 
European guide to the puhlic 
mood.. Consequently, the 
results are likely to fuel fears 
among economists that the 
pace of European growth could 
disappoint this year, particu- 
larly if businesses try to reduce 
stocks of unsold goods. 

Although the Industrial con- 
fidence, indicator is still to line - 
with its long-term average - 
albeit well below the levels 
seen, last year - tie consumer 
confidence indicator is now 
back to levels last seen in 1992. 

The sharpest fall to confi- 
dence among consumers 
occurred to France, which has 
been gripped by concerns 
about forthcoming budget cuts. 
The sentiment indicator foil to 
a balance of minus 30 per cent 
to December, down from minus- 
25 per cent in November. (The 
balance is reached by subtract- 
ing negative replies from posi- 
tive ones.) 

Italian confidence also fell, 
from minus 21 per cent to 
minus 25 per cent Again, econ- 


omists suspect that longer 
term structural concerns about 
welfare state cuts may be 
playing as large a role in senti- 
ment as specific short-term 
prospects. 

These two swings, coupled 
with a flat picture elsewhere, 
took the overall confidence 
survey down to minus 17 per 
cent, compared with minus 15 
per rent foe previous montb- 

Nevertheless, the survey 
revealed an interesting treod- 
Though consumers are pessi- 
mistic about the overall condi- 
tions, they are more upbeat 
about their finances; a balance 
of 12 per cent think the general 
economic situation wifi deteri- 
orate next year, but only 2 per 
cent ftrink their household 
finnnflaa will worsen. 

Some economists hope this 
means that consumers may 
still spend, to recent mon t hs 
the Commission's survey has 
shown that the retail trade has 
become less downbeat 

Manufacturers appear to be 
taking a gloomier view of 
demand, however. Industrial 
sentiment dropped in Belgium, 
Germany, France, Italy, Portu- 
gal and Britain, with the over- 
all indicator f a fl in g to a bal- 
ance of minus 10 per cent 

And companies appear to be 
reducing investment plans. 
The Commission's half yearly 
survey of investment showed 
that while investment grew 
about 11 per cent in volume 
last year, it is likely to rise by 
only 4 per cent this year. Bel- 
gium. Franca and Britain 
recorded the most upbeat 
in ves tment intentions. 

Many Brussels officials 
remain convinced the mood 
should rhangn soon, however, 
. and are reluctant to draw too 
gloomy a conclusion from the 
data. - 
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French business 
plan for pensions 


By Andrew Jack in Paris 

A committee of senior French 
business executives yesterday 
called for a system of supple- 
mentary pensions to be exerted 
alongside the deficit-ridden 
national system. 

“France pensions", a group 
representing more than 15 
large companies which has 
been meeting since March 1994, 
published a charter of recom- 
mendations for “savings and 
retirement funds”. 

It said such funds should be 
available to all employees and 
benefit from tax advantages. 
But they stressed that they 
should be voluntary, and be to 
addition to the state pension, 
which would remain at the 
centre of the French system of 
retirement provision. 

Among toe group's most rad- 
ical calls was for the new funds 
to be available before retire- 
ment, to be spent on activities 
such as paying off a mortgage, 
retraining for work or starting 
a business. 

It said a large proportion of 
money managed through the 
schemes should be invested m 
shares r athar than Honda - an 


obligation for most money in 
pension schemes to France - 
because of the historically for 
higher rate of return. 

Recognising that limited 
experiments with long-term 
savings and pension funds for 
the self-employed had not 
proved very successful to date, 
it urged companies to launch 
communication and education 
programmes to encourage their 
staff to make contributions. 

The group stressed that such 
schemes should be managed 
Independently outside an 
employee's company with an 
oversight committee and scru- 
tiny from auditors. 

It said it would shortly be 
presenting its conclusions to 
government and to infl u ential 
decision-makers. It plans to 
expand its discussions over the 
coming few weeks to include 
meetings with about 100 lead- 
tog French companies. 

The government has long 
promised support for pension 
fund reform. However, slowing 
growth, compounded with 
challenges in reforming the 
social security system, appear 
to have reduced its momentum 
for change. 
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Phone taps cause uproar in land of the paparazzi 
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I n tbe country which 
invented paparazzi, the 
release of embarrassing 
extracts of telephone taps of 
public figures, including for- 
mer prime minister Silvio Ber- 
lusconi and Mr Antonio Di Pie- 
tro. the one-time leading 
anti-corruption magistrate, has 
provoked an uproar over lax 
privacy laws. 

One of these taps recorded 
Mr Berlusconi discussing in 
crude and unflattering terms 
Mr Di Pietro's political ambi- 
tions with a mutual business 
friend. At one point Mr Berlus- 
coni exclaims: “You know how 
many problems I've got? Di 
Pietro's defying the politicians, 
and if we throw in the towel to 
end Clean Hands [the anti-cor- 
ruption investigations led by 
Milan magistrates], he'll put 


If 25,000 Italians are bugged can politicians escape? Robert Graham reports 


hhnsoif at the h*ad of a popu- 
lar protest” 

Another tap has Mr Di Pietro 
mentioning Mr Romano Prodi, 
the leader of the centre-left 
alliance with wham he bad 
been discussing a political 
deal, to a lawyer friend. “I'm 
writing an article for tomor- 
row's La Repubblica. It's very 
tough on Prodi." He adds with 
relish: “ItTl be really tough." 

These conversations were 
part of evidence deposited with 
the courts last month by Bre- 
scia magistrates in their 
request for Mr Di Pietro to be 
sent for trial on charges of 
blackmail and abuse of office. 

The same complex case also 


involves Mr Berlusconi. The 
media tycoon is under inves- 
tigation for allegedly trying to 
blackmail Mr Di Pietro, forcing 
him out of the judiciary and 
damaging his chances of enter- 
ing politics. 

The leaked transcripts were 
revealing reading but it is hard 
to see their direct relevance to 
any crime. Much was taken up 
with irrelevant personal details 
and frivolous comments. 

It is not dear who released 
the transcripts from the court 
But as Mr Giovanni Maria 
Flick, a leading jurist and legal 
commentator, pointed out: 
“Once documents have been 
deposited with the court as 


part of a prosecution case, they 
are in the public domain and 
available to the defence.” 

Politicians in both houses 
this week tabled anuandmanta; 
to close loop-holes and Impose 
tighter controls on investiga- 
tive magistrates while giving 
greater protection to 
individuals. 

Mr Lamberto Dini, now the 
caretaker p rime minister, has 
also thrown his weight behind 
moves to protect privacy. 

The issue is important 
because investigative magis- 
trates are making ever greater 
use of telephone taps and bug- 
ging devices to prosecuting 
alleged corruption and mafia- 


related crimes. This raises toe 
question of how many persons 
are subject to such controls 
and by whom. The Justice Min- 
istry does not supply figures 
on phone taps. But press 
reports this week talked of 
more than 2&000 cases a year. 

Public figures believe their 
conversations are monitored 
and often go to great lengths to 
conduct sensitive conversa- 
tions in secure places. 

Phone taps are placed after a 
magistrate has made a request 
to a judge of first Instance, 
who must be satisfied a crime 
is being investigated that car- 
ries a minimum sentence of 
five years. -These offences 


include corruption and black- 
mail. Although no Hrm> limi t, fo 
imposed, the judge can check 
whether the taps continue to 
be relevant. 

All conversations not strictly 
relevant to the investigation 
should be removed from the 


bly the worst offenders to 
breaching privacy - the vari- 
ous branches of the security 
services and the people who 
purport to act in their name. 

The security services are 
nationally accountable to par- 
liament; but control is at best 
loose and parliament learns of 
abuses long after they have 
occurred. 

Security service taps cannot 


record, but this is so subjective ’be directly admitted as com 

that abase is easy. evidence, but their selective 

Abuse is farther encouraged release can be used as black 
by the number of different mail and for character 
arms of the police operating assassination, 
taps - Carabiniere, finance Thus, while it is possible tn 
police and the ordinary police make it harder for magistrate* 
force - making It more diffi- to abuse the systemhT^iteZ 
cult to control that material irrelevant^ 

Even with tighter controls investigations be destrov^ 
on the police side, there is a the security services remains 
lade of accountability of proba- law unto themselves 
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EUROPEAN NEWS DIGEST 

Germans to air 
firm Emu line 

Mr Haas Tietmeyer. president of the German Bundesbank, 
yesterday reinforced its determination that European 
monetary union be should based on solid foundations by 
stating that dissenting views on potential members would be 
publicised as well as majority opinions. 

Mr Tietmeyer said the European Monetary Institute, 
forerunner of the planned European central bank, was charged 
with recommending which countries should join Emu. “I, as a 
representative of the Bundesbank, will have to give an 
opinion.” The decision process on Emu participants would 
start with the EMI - the European Commission win also be 
involved - “but one voice win come from me”. 

Mr Tietmeyer made dear the German central bank’s views 
would become known if it disagreed with the majority view. 

He said both minority and majority views in the EMI, on 
which all European Union central banks are represented, 
would be published. “This means there will be a transparency 
of opinion in the EMI for the public” Mr Tietmeyer said. Mr 
Alexandre Lamfalussy, head of the EMI previously said it 
would give a “professional” and not a "‘political" 

Interpretation of which countries meet the Maastricht criteria 
for Emu, due to start in 1999. Andrew Fisher. Frankfurt 

Dutch set up ‘Euro’ forum 

The Netherlands, an enthusiastic supporter of a single 
European currency, is to set up a national platform next 
month to help prepare Dutch businesses, consumers and 
banks for the scheduled launch of the “Euro" in January 1999. 
Mr Henk Brouwer, treasurer-general at the Dutch finance 
ministry, will chair the platform, designed to be a “sounding 
board" for people and organisations affected by the monetary 
changes. 

The “National Forum for the Introduction of the Euro” will 
have 15 representatives from employers' organisations, trade 
unions and consumer groups, as well as from Dutch banks. 

At the conference on the Euro, organised by ABN a mm. the 
country's biggest bank. Philips said one of the best ways for 
businesses to prepare was to work together with other 
companies. The electronics group set up an internal single 
currency platform in 1995 as part of its own preparations for 
the Euro. 

Mr Dudley Eustace, the finance director of Philips, said his 
greatest fear in preparing for the Euro was possible shortages 
of computer experts needed to adjust financial management 
systems. Ronald van der Krol Amsterdam 

Ruhe asks for Eurofighters 

Mr Volker RQhe, Germany’s defence minis ter yesterday asked 
parliament to approve the purchase of 40 extra Eurafighter 
aircraft in order to ensure that Germany is entitled to 30 per 
cent of the work on the £32bn project, Europe’s largest joint 
defence initiative. 

The decision follows months of speculation that he would 
bow to pressure from Britain, Italy and Spain, the other 
partners on the project and increase the number of aircraft 
Germany would buy. It is also acutely embarrassing for Mr 
Ruhe who, shortly after becoming defence minister in 1992. 
reduced the number of planes Germany would buy from 250 to 
140. Whether Mr Rflhe gets parliamentary approval for the 
extra aircraft remains to be seen. If Mr Rfihe can win over the 
parliamentary defence committee, whom he met yesterday, he 
must still go before the budget committee later this year for 
final approval. Michael Lmdemarm. Barm 

CDU salvages Berlin coalition 

Berlin's Christian Democratic Union (CDU) yesterday salvaged 
the capital's new coalition government after promising the 
Social Democratic party (SFD) control of the finance ministry. 
The compromise was reached after SPD grassroots threatened 
to withhold support for the coalition agreed last Friday. 

Under that agreement, the CDU got five ministries, 
including economy, interior and finance, while the SPD gained 
four lesser ministries - reflecting its poor showing last 
October, when it polled only 23.6 per cent of the vote compared 
to 30.4 per cent in 1991. 

The new coalition was to be accepted last night by a special 
SPD meeting. The coalition's agenda for its four-year term 
includes curbing unemployment, running at 13.4 per cent in 
the west and 12.3 per cent in the eastern part of the city, 
cutting the city’s budget deficit of DMSbn (£4bn) and preparing 
for the federal government's transfer from Bonn by the end of 
the century. Judy Dempsey. Berlin 

French post office faces losses 

[he French post office is set to report losses of more than 
rpribn (El30m) for 1995, driven by the effect of the strikes 
iffecting the country late last year as well as a drop in activity 
n its postal delivery services. 

Mr Andre Darrigrand. the ch a irm an , said in an interview 
hat the organisation was likely to incur further losses during 
996, compared with a profit of FFYLMm in 1994. 

He said the strikes in France during November and 
December had triggered a drop of 20 per cent (FFrlbn) in 
umover, which had substantially increased the predicted 
evels of losses. He stressed that the Post Office was launching 
lew efforts to control its costs and to relaunch itself 
•ommerc tally, but also argued for the need for increases in 
wstal rates. Andrew Jack. Paris 

Fiat to lay off car workers 

rtae Fiat motor vehicle group in Italy, blaming a continuing 
xisis in the European vehicle market, said yesterday it 
ilanned to put thousands of workers on temporary layoffs to 
rurtail its production next month. 

The Turin-based group said it would produce 21,000 fewer 
rehicles next month, but did not disclose how many cars it 
vould have produced without the cutback. 

Under a temporary’ state-supported unemployment scheme 
•6,300 workers will be laid off in the week starting Juuary 29. 
vhile 12,000 will be affected m the following week. Fiat said 
hat older models would be affected by the production ^cutback 
vhile the newer models, such as mid-sized Bravo and Bm, 
vouid proceed as scheduled. An Turm 

ECONOMIC WATCH 


French surplus at FFr2.34bn 


nance 

/nenl account balance. FFr bn 
40 ■" “ 


France reported a current 
account surplus of FFr2. 34bn 
(£305m) for October last year, 
according to official 
p reliminar y seas o nally 

adjusted Treasury statistics 
released yesterday. The 
surplus was down 20 per cent 
from the surplus of FFAMbn 
in September 1995. but up 42 
per cent from the seasonally 
adjusted figure of FFrUSbn 
during August. The 
noD-ddiusted figures on the 
current account were 
FFrLBBbn for October, 
compared with FFrd27bn In 
September and a deficit of 
FFr2.79bn in August. The 
«. for merchandise trade was FFr5-61hn for October. 

JLed with FFr2.6bn in the sarptoa 
** rtnri it FFr7 -2bn against FFr6.49bn m 
J2? the balance from other goods and 
gfSJjftUbo compared mAn. There 
rtntflow in transfers of FFi3.75bn in 
w^rUmnared with an outflow of FFrt^4hn in 

ober. compared wivn au Andrew Jock. Paris 
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Chubais 

forces 

Yeltsin’s 

hand 

By John ThomhBl in Moscow 


President Boris Yeltsin’s 
decision to remove Mr Anatoly 
Chubais from his post as first 
deputy prime minister in 
charge of economics was inter- 
preted by Russian political 
commentators yesterday as a 
sign that the president has 
decided to seek reflection in 
June and is desperate to win. 

Mr Chubais, an anti-infla- 
tionary ideologue who relished 
roughing up Russia's vested 
economic interests, had simply 
offended too many people and 
was too great a political liabil- 
ity, they said. 

The Communist party, which 
emerged as the biggest party in 
parliament in last month’s 
elections, had continuously 
attacked Mr Chubais. They 
blamed him , however unfairly, 
for the social pain of economic 
transition. 

Mr Chubais’s tough mone- 
tary policies, which cut the 
monthly rate of inflation from 
17.8 per cent in January last 
year to 32 per cent in Decem- 
ber, were blamed for late pay- 
ment of wages and pensions 
and the axeing of subsidies to 
industrial plants which has 

Stoked rmftmpln y rnpwt.. 

Mr Oleg Soskovets, the rival 
first deputy prime minister 
who is running Mr Yeltsin’s 
campaign headquarters, doubt- 
less enjoyed persuading the 
president that Mr Chubais’s 
removal was a tactical sacrifice 
to achieve the longer-term elec- 
toral »trn- 

Tbere was no denying the 
sense of shock yesterday 
caused by Mr Chubais's depar- 
ture among Russia's youthful, 
but dwindling, band of eco- 
nomic reformers - and some 
may yet decide to quit the gov- 
ernment as a result 
They were left din g in g to 
the hope that Mr Chubais's 
removal did not signify a rever- 
sal of economic policy, as Mr 
Yeltsin's aides were quick to 
emphasise. Nevertheless, the 
president's economic aides 
made clear there would be a 
change of economic priorities. 

First, the government would 
insist on a more rigorous 
implementation of the budget 
to ensure wages wore paid an 
time. To emphasise the point 
yesterday, Mr Yeltsin 
instructed all the responsible 
economic agencies - including 
the F ederal Security Service 
(FSB) - to take urgent mea- 
sures to restore “financial dis- 
cipline". 

Second, the government 
looks set to slow the much-crit- 
icised privatisation programme 
and place more emphasis on 
managing state assets. 

Neither change is likely to 
ignite inflation and jeopardise 
the progress Russia has made 
towards stabilising the econ- 
omy. The International Mone- 
tary Fund is keen to continue 
talks with the Russian govern- 
ment about a three-year $9bn 
(£5-8bn) loan while waiting for 
Mr Chubais's replacement to 
be appointed. 

Mrs Brigitte Granville, a 
Moscow-based economist and 
senior fellow of the Royal Insti- 
tute of International Affairs, 
said: “Chubais's departure 
came as a great discourage- 
ment But frankly, in terms of 
economic policy it will not 
have major consequences. The 
1996 budget has already been 
passed and the IMF strafijacket 
is still in operation.’’ 

The longer term worries, 
though, are whether Mr Chu- 
bais's removal confirms a mare 
fundamental shift towards the 
reactionary hardliners within 
the Yeltsin administration and 
a loss of appetite to tackle 
much-needed structural eco- 
nomic reform. 

But neither of those con- 
cerns will be resolved before 
the all-important presidential 
election scheduled for June 16. 
• Russia's military satellites 
are wearing oat, no new ones 
are being launched, and the 
cold war superpower’s early 
warning system could collapse 
by the end of the century, a 
defence ministry newspaper 
said yesterday. Renter reports 
from Moscow. 

Krasnaya Zvezda (Red Star) 
reported from a once-secret sat- 
ellite command centre near 
Moscow that ground control- 
ins were coaxing extra life out 
of the satellites - some of 
which were working well 
beyond their intended lifespan. 

Under President Leonid 
Brezhnev, up to four spy satel- 
lites were launched each year 
to keep watch on US nuclear 
missile silos and airbases. 

But with the breakup of the 
Soviet Union in 1991 the 
launch programme ground to a 
halt after money ran out and 
production facilities in Ukraine 
and Armenia were lost 
“If the state needs this equip- 
ment it should pay for it" Mr 
Anatoly Chesnokov, a satellite 
construction engineer, said. 
“Otherwise we wffl have to get 
used to the idea of losing stra- 
tegic equality with the US.” 


NEWS: EUROPE 


Separatists have motives and means to turn to international terrorism 


Chechens open ‘Pandora’s 


The Chechen diaspora 


Turkey 

Strong sympathy lor 
antt-FJusaan cause 
among the 50.000- 
strong Chechen 
community; up to 
7m Turkish dtfzens 
have some 

Caucasian ancestry. 


Jordan 

Influential Chechen 
community, 
estimated at around 
10.000, has strong 
links with the 
Jordanian royal 
court; total 
Caucasian 
community numbers 
about 80,000. 
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500 miles 


800 kin 


Russia 

At least 100,000 
Chechens live 
elsewhere in Russia, 
mainly in Moscow 
and St Petersburg; 
racial tensions 

simmering ss 

Russian nationalists 
blame Chechens tor 
nstng enrno. 

Chechnya itself lies 
among a half-dozen 
semi-independent 
territories with 
strong Moslem 
traefit ions which 
could be affected by 
the mounting 
Instability in the 
rebel republic. 


By Chrystra Freetarxf 
in Moscow 

W ith the hijacking this 
week of a ferry in 
Turkish waters. Che- 
chens joined the list of peoples 
whose struggle for a separate 
state has led to ugly acts of 
international terrorism. 

The latest twist in the Cau- 
casian drama raised the pros- 
pect that Chechen s e paratists 
will emulate Palestinians. 
Kurds and Irish Republicans 
and wage a long, terrorist war 
far independence which recog- 
nises no borders. 

Mr Aleksandr IskanderLan, 
an analyst at Moscow's Centre 
for Caucasian studies, says the 
Chechen struggle is already 
starting to resemble that of the 
Tamil Tigers in Sri Lanka or 
the Palestine Liberation Organ- 
isation. “If the Chechens 
decide that Russia doesn't care 
about its own citizens, they 
move to (attacking) Americans 
or other western citizens,” he 
believes. 

Already, the fact that the 
Chechen struggle has gone 
beyond the former Soviet 
Union has made it harder for 
outsiders to ignore. Chechnya's 
fiercely committed but out- 
numbered separatist fighters 
have the motive, and possess 
many of the means, to turn to 
international terrorism. 

Tn conventional fi gh t s, the 
Chechens, whose total popula- 
tion is less than im, stand lit- 
tle fhanro against a Russian 
military which appears com- 
mitted to victory regardless of 
the price In civilian lives. But 
defeat on the battlefield is 
unlikely to persuade the Che- 
chen rebels to give up their 
struggle for independence. 

As Mr Dzhokhar Dudayev, 
the former Soviet air force gen- 
eral leading the Chechen fight 


for sovereignty, warned in an 
interview over the week-end; 
“We still have a male popula- 
tion of 500.000 without a roof 
over their heads, without 
means of livelihood and with- 
out a right to life. 

“They are well armed and 
know how to fight. They are 
prepared to die in this war. 
regarding this as supreme bliss 
granted by the Almighty.'’ 

In the past, it was tempting 
to regard statements like these 
as rhetorical flourishes. But 
this week, it became harder to 
discount the possibility that, as 
Russian military pressure 
mounts in their own republic, 
Chechen separatists will 
increasingly turn to terrorist 
acts outside Chechnya and 
even beyond Russia. 

The Turkish hijacking fol- 
lows at least three seizures of 
hostages by Chechen militants 
within Russia over the past six 


months. These incidents have 
led some Russian and western 
analysts to predict that a con- 
flict has been unleashed in 
Chechnya which will trouble 
Russia and the world for 
decades to come. 

“The Pandora's Box has been 
opened and it is not to be 
closed." said Mr Sergei Karaga- 
□ov, a Russian international 
affairs specialist. “There is no 
question that Russia will now 
face a terrorist problem for the 
foreseeable future. In the previ- 
ous century, wars in the Cau- 
casus lasted for dozens of 
years, this may be no differ- 
ent." 

The Chechens, whose strug- 
gle against Russian invaders 
began in the 18th century and 
whose enmity towards Moscow 
was strengthened by the over- 
night deportation of the entire 
community in 1944, already 
possess many of the attributes 


required for a widening terror- 
ist war. Chechen separatists 
have pledged to fight to the 
death, in accordance with their 
Islamic faith that Allah will 
reward freedom fighters with 
an immediate entry to para- 
dise. Moreover, Chechen sepa- 
ratist fighters can rely on the 
support of their close-knit com- 
munity in Chechnya and the 
Chechen diaspora which is par- 
ticularly influential in Russia, 
Turkey and in the Middle East. 

The deep-seated support for 
the rebels in Chechnya makes 
it almost impossible for the 
Kremlin fully to subdue the 
separatist fighters without 
annihilating 1 the Chechens as a 
people. 

Chechen emigre communi- 
ties and strong ties between 
Chechen separatists and some 
Islamic fundamentalist groups 
in the Middle East give the 
Chechens the potential to 


Box’ 


reach beyond Russia's borders. 

For now, Chechen separat- 
ists appear to lack a strong, 
centralised organisation able 
to coordinate a global terrorist 
effort However. Mr Mark Gal- 
eotti, a British expert on Rus- 
sian security, believes the lat- 
est hostage-taking incidents - 
in Dagestan, Grozny and now 
Turkey - have been co-ordi- 
nated rather than spontaneous. 

He argues that fears of an 
uncontrollable spread of wild- 
cat terrorist acts may be exag- 
gerated. “Terrorism is a form 
of negotiation with the Rus- 
sians, and it can probably be 
switched on or off," be argues. 

Ironically, experts say 
Moscow is likely to prove 
immune to Chechen attacks. 
Many domestic analysts 
believe that the Russian capi- 
tal is shielded by an implicit 
deal between Chechen separat- 
ists and the powerful Chechen 
mafia in Moscow which fears a 
Russian crack-down. 

“Moscow is protected by the 
Cherheo diaspora which has 
great financial interests here," 
said Mr Dmitri Trento, a mili- 
tary analyst at the Carnegie 
Centre in Moscow. 

The new international 
dimension of the Chechen con- 
flict could further strain Rus- 
slan-Turitish relations. 

One source of pressure 
which Moscow may privately 
apply on Ankara was hinted at 
by Mr Vladimir Zhirinovksy. 
the ultra-nationalist politician, 
who said yesterday that Russia 
should help Kurdish separat- 
ists to punish Turkey for alleg- 
edly taking a soft-line with the 
prfrChechen hostage takers. 

The official Russian reaction 
is unlikely to be quite so bla- 
tant, but it could include a del- 
icate allusion to Mr Zhirin- 
ovsky’s suggestion. 
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Indian parties await bribes probe fallout 

Mark Nicholson considers the possible impact of the corruption scandal on general elections in April 



Advani: resigned and claiming the moral high ground 

1992, has admitted these were detected Mr Rao’s calculating 

hand in the timing of the 


C orruption was always 
going to ho a hot issue 
in India's impending 
elections. Opposition parties 
have whipped up scandals in 
the last year over alleged rig- 
ging of telecom privatisation, 
unproven charges of bribery in 
the original $2.8bn (El.Sbn) 
Enron power deal and, after 
the wife of a Congress party 
youth leader was found dead in 
a tandoor oven, accused the 
governing party of ‘•cr iminal in . 
ing politics". 

But ctn Tuesday the issue 
exploded. After a four-year 
inquiry, the Central Bureau of 
Investigation has charged 
seven top politicians, including 
Mr LK Advani, leader of the 
opposition Bharatiya Janata 
party, and is seeking prosecu- 
tion of three present ministers 
- one of whom resigned yester- 
day - for allegedly taking 
bribes from a Mr Surendra 
Jain, a Delhi-based steel and 
power businessman. 

The cases derive largely 
from the contents of notebooks 
and diaries found by police at 
the home of Mr Jain, managing 
director of Rhflai Fnptn poring 
Corporation, which contained 
a list of names and in jtfais and 
apparent payments totalling 
more than RsSCfOm (£11 m). 

The bureau says that Mr 
Jain, who was arrested on cor- 
ruption charges last year after 
investigations into black mar- 
ket currency dealings begun in 


payments to politicians and 
bureaucrats to Anther his busi- 
ness interests. Mr Jain has 
since released been on ball 
It is the broadest corruption 
case the bureau has under- 
taken and by Ear the gravest 
under the Congress party 
administration of Mr P V Nara- 
simhfl Rao, prime minister. But 
it is not yet clear how damag- 
ing this explosive scandal will 
prove to Mr Rao or the elec- 
toral chances of Congress. In 
the first reactions of the Indian 
media and politicians yester- 
day, many pundits even 


charges, just three months 
away from a general election. 

“All the parties have been 
making corruption a political 
issue and Rao has been able to 
steal a march on them," says 
Mr Nikhil Chakravartty. a 
political columnist. "He has 
brought it up at the right time 
in a neat way." 

The charges certainly offer 
Mr Rao some political gifts. 
One is the inclusion of Mr 
Advani among the accused, 
apparently tarring the BJP 
with the very charges of “cor- 


ruption in high places" the 
Hindu nationalist party has 
been making central to its anti- 
Congress drive. And, with 
three ministers facing indict' 
ment, Mr Rao could chum that 
he has allowed not only sweep- 
ing action against coimption, 
but for it also to reach the 
heart of his own government. 

But there are risks for Con- 
gress. All the accused swiftly 
proclaimed their innocence on 
beating of the charges, but Mr 
Advani also instantly resigned, 
saying he would not stand for 
election until his name was 
cleared. While Mr Balrazn Jab- 
bar, quit his job as agriculture 
minister yesterday, Mr 
Advani’s claim to the moral 
high ground could win him 
political points should the 
other two accused Congress 
ministers. Mr Madhav Rao 
Scindia and Mr V C Shukla, 
stay put. 

Furthermore, the potential 
arraignment of three ambitious 
ministers could further frac- 
ture the governing party, 
which saw Mr Aijun Singh, a 
former minister, lead a break- 
away group last year. Mr 
Singh, whose splinter group 
has sputtered politically since, 
is also among the accused and 
might hope to become a rally- 
ing point for disaffected Con- 
gress MPs. 

“We are going to see tremen- 
dous political turmoil in the 
next few weeks," says Mr Rajiv 


Shukla, editor of the Sunday 
Observer, “and a lot of political 
regroupings.” 

The scandal could entangle 
yet more Congress pofitioans. 
A total of 67 public servants, 32 
of them elected politicians, are 
facing charges or are under 
investigation following the 
interrogation of Mr Jain, who 
the bureau says has admitted 
to making at least 115 OQcit 
payments, apparently to fur- 
ther his business interests, in 
198&8L. “Other charges will fol- 
low," said a bureau official 

Voters may hope that they 
do, and, for the first time in 
post-independence India that 
such widespread allegations of 
serious corruption, if they are 
proven, might actually result 
in prosecution and conviction. 
Public cynicism over corrup- 
tion investigations has been 
marked since the late 19S0& 
scandal over alleged kickbacks 
paid to senior politicians In the 
purchase of Bofors guns from 
Sweden. No heads have rolled 
and the inquiry is ostensibly 
stffl in progress. 

The prevalance of corruption 
within the Indian political sys- 
tem is in no doubt. Last 
August the government 
release d extracts from a 1993 
report into links between crim- 
inals and government follow- 
ing bomb blasts In Bombay. 
The reporting committee, 
headed by Mr NN Vobra, 
home secretary at the time. 


concluded shockingly that "the 
network of the mafia is virtu- 
ally r unning a parallel govern- 
ment, pushing the state appa- 
ratus into irrelevance" and 
that "crime syndicates" had 
“successfully corrupted the 
government machinery at all 
levels". 

Some analysts hope the pres- 
ent scandal could prove a 
watershed in attacking such 
deeply rooted corruption. They 
have been encouraged notably 
by the fact that the present 
inquiry has been spurred by 
India’s supreme court 

The court, in turn, had been 
prompted by a public interest 
petition brought in 1994 by Mr 
Vineet NaraSn, editor of the 
small but crusading Kalchakra 
tabloid which lmd charged that 
the bureau had hushed up 
inquiries, despite possessing 
compelling evidence implica- 
ting top politicians. 

That these initiatives should 
have taken the present case so 
far, says Mr Ravi Sundaram, 
an academic with the indepen- 
dent Centre for the Study of 
Developing Societies in New 
Delhi, is itself unprecedented. 
“You couldn't imagine a thing 
Like this happening 10 years 
ago,” he says. “The interesting 
thing is how it shows the state 
and the government is actually 
quite weak. Political leaders 
are perhaps not so able to push 
their agenda against other 
parts of state authority." 


China threatens flow of business information 


A move by China to reassert the 
monopoly of Xinhua, the official news 
agency, over the flow of news and 
business information entering the 
country is being widely interpreted as 
a grab for cash by the agency. 

“This is mainly about Yinhna mak- 
ing money, and they are trying to do 
so by enforcing a monopoly over the 
dissemination of economic informa- 
tion,” said the representative in Bei- 
jing of an international wire service. 

C hina 's State Council or cabinet, 
announced on Tuesday that Xinhua 
would be sdely responsible for the 
distribution of economic news pro- 
vided by western agencies and would 
also ensure that such information was 
not a threat to the “national interest”. 

Mr James McGregor, chief represen- 
tative in Beijing of Dow Jones and Co 


and chai rman of the American Cham- 
ber of Commerce, described the move 
as “bad for China " because it risked 
jeopardising access by local subscrib- 
ers to fast and accurate information. 

Mr McGregor also said attempts to 
assert greater control over business 
information flows undermined Chi- 
na’s attempts to join the World Trade 
Organisation. “Having the state 
monopolise yet another service organ- 
isation is certainly not in the spirit of 
the WTO," he said. 

Representatives of international 
news agencies are awaiting details of 
how Xinhua plans to enforce control. 
Xinhua is drafting new regulations to 
give effect to the State Council edict 

But the representatives warned that 
attempts to censor or tamper with 
finan cial news would destroy its 


value. “There is no way you can route 
this through Xinhua censors and 
maintain timeliness," said one. “You 
can't censor a global service.” 

He also noted that Chinese financial 
ins tit utions , which were increasingly 
involved in world markets, needed 
“real time" business information- Chi- 
na's foreign exchange reserves stand 
at $70bn (£45bn) a nd it s two-way trade 
was worth about $280bn in 1995. 

Chinese officials defended the 
announcement, saying it would not 
mean censorship or a slowdown in 
real-time news. But Reuters quoted an 
official as saying that foreign informa- 
tion vendors would have to sign 
agreements with Xinhua. 

Xinhna J an organ of the Communist 
party central committee and one of 
C hina 's main propaganda vehicles. 


i 

enjoyed a monopoly over the distribu- 
tion of western news agency mat ratal 
until the 1960s. But this stranglehold 
has been weakened by technological 
advances, including satellite commu- 
nications. and by an explosion In 
demand for business information. 

Reuters, which is the biggest pro- 
vider in China of financial news, 
delivers its services direct to clients 
litrp the Rank of fftiinn and Ministry 
of Foreign Trade and Economic 
Co-operation by satellite or land-line, 
bypassing the state agency. 

Xinhua Is understood to have 
fought an 18-month ramp aign to per- 
suade China 's political leaders to 
allow it to re-establish its monopoly. 
It is expected to use the new rules to 
force western agencies Into sharing 
proceeds from their arrangements 


with China's banks and stock and 
commodities exchanges. 

Representatives of western news 
agencies cast doubt, however, on Xin- 
hua's ability ultimately to control the 
flow of business Information. These 
agencies are inc reasing l y dissemina- 
ting material through the Internet 
under arrangements with organisa- 
tions such as CompuServe. 

Xinhua employs same 4,500 people 
in its wire service and 40-odd newspa- 
pers, among other activities. But it is 
widely regarded as a stodgy organisa- 
tion which is having trouble adapting 
to the modem era. It has not been 
partdculariy successful in its efforts to 
become self-financing. 

See editorial comment 

Tony Walker 



ASIA-PACIFIC NEWS DIGEST 

China accuses 
military envoys 

The US has expressed concern over a de mand by China that _ 
an American and a Japanese military attacM be withdrawn by 
their governments because of alleged spying. In Tokyo the 
Japanese Foreign Ministry admitted that Col Kraiji MaetanI 
had trespassed and said Japan would recall him. But it 
maintained that he and Lt Col Bradley Grades had 
unintentionally strayed into a southern Chinese military site 
in a taxi during an official visit to the area last week. 

Mr Nicholas Burns, State Department spokesman, said in 
Washington that no decision bad been taken on whether Col 
Grades, whom he also denied was spying, would be 
withdrawn. He said the Chinese handling of the incident 
“causes great concern here in Washing ton”. Mr Shen Guofang, 
Chinese Foreign Ministry spokesman, said: “The irrefutable 
evidence shows that their actions were deliberate and 
premeditated." He demanded their governments recall both 
diplomats before tomorrow. . . Foreign Staff, London 

Australia, Singapore in accord 

Australia and Singapore yesterday issued a joint declaration 
on economic and defence matters, with Singapore spec i fi call y 
recognising Australia's rote in regional affairs. Singapore also 
pledged to cooperate on forging links between the free trade 
area being established within the Association of South-east 
Asian Nations, and the e xis t in g free trade area between 
Australia New Zealand The signing of the declaration 
was timed to coincide with a one-day visit to Singapore by Mr 
Paul Keating, Australia’s prime minister. 

On the defence front, the declaration reaffirmed t he tw o 
countries’ backing for the “five-power defence arrangement" , 
which ties Australia. New Zealand and the UK to the defence 
of Singapore and Malaysia. Nikki Tent, Sydney 

NSW downgrades Queen’s man 

New South Wales’ Labor government yesterday appointed a 
part-time state governor and stripped away many of the 
trappings of the office, thus reigniting debate over whether 
Australia should cut its ties to the British monarchy and 
become a republic. The British monarch is head of state of 
each of the country’s six states separately, and is represented 
in each case by a state “governor”. The NSW government said 
Mr Gordon Samuels, a lawyer, would not use Government 
House, but work instead from a Sydney office building and 
live in his own beachside home. Nikki Taxi 

■ Mr Alan Bond, the Australian businessman, and Mr Peter 

MHchaQ, a former director of his Bond Corporation group, 
were committed for trial in the Western Australian courts on 
charges of conspiracy to defraud involving more than A$lbn 
(£483m). Nikki Tail 

■ The Reserve Bank of Australia said in its January bulletin 

“signs are emerging that inflationary pressures are being 
contained", and the annualise d rate should peak during the 
first half of 1996 before moving back into the desired 2-3 per 
cent range. Nikki Tail 

■ Japanese companies' cuts in gifts to valued contacts was a 

feature in a 2JJ per cent fall in department store sales in Tokyo 
last year, the fourth year of decline, the Japan Department 
Stores Association said. WSRam Dawkins, Tokyo 

■ The New Zealand Reserve Bank appears unlikely to ease its 
tight monetary policy after underlying inflation readied 2 per 
emit in the December quarter, at the top of its target 

range. Terry HaU, Wellington 
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NEWS: INTERNATIONAL 


Iraq to 
open oil 
sale talks 
with UN 

By Michael Littlejohns 
at the United Nations 

Iraq has agreed to open talks 
with the United Nations on the 
possible sale of up to $2bn 
(£i.3bn) worth of oil but offi- 
cials in New York seemed scep- 
tical last night about Bagh- 
dad’s real intentions. 

The Iraqi decision was con- 
veyed formally to Mr Boutros 
Boutros Gfaali, UN secretary- 
general in a short letter. The 
move coincides with the fifth 
anniversary of the start of 
full-scale hostilities in the Gulf 
War. 

Some diplomats said the 
decision to hold talks, which 
may be conducted by Mr Tariq 
Aziz, Iraq's deputy premier, 
could be linked to proposals in 
the Security Council for a mis- 
sion to Baghdad to study the 
effects of economic sanctions 
on the civilian population. It 
was partly to relieve the plight 
of civilians that the Council 
agreed last April to allow a 
limited Iraqi oil sale. Baghdad 
rejected the conditions, includ- 
ing strict UN controls, as vio- 
lating its sovereignty. 

Mr Aziz was quoted as say- 
ing Iraq still objected to the 
terms of the Council's mea- 
sure, Resolution 986. with “no 
change in our stand" towards a 
document Baghdad had 
already rejected. 

Oil markets were unsettled 
by the Iraqi move. But Indus- 
try analysts were uncertain 
whether Baghdad would drop 
long-held demands for greater 
control over the proceeds from 
any oil sale. 

“There are growing eco- 
nomic pressures on Saddam 
Hussein,” Mr Vahan Zanoyan, 
a consultant with the Petro- 
leum Finance Company in 
Washington, said. “If dropping 
the previous demands delays 
his demise, then he might be 
willing to swallow a bitter pllL 
If not he won’t” 

The UN has repeatedly urged 
Iraq to implement the resolu- 
tion, but has no mandate to 
negotiate relaxation of its 
terms. Mr Boutros Ghati is 
expected back in New York 
today, and a statement is 
likely. But he has little room 
for manoeuvre. 


IMF chief praises Algerian reforms 


Camdessus says controversial credit facility is helping move to market economy 


M r Michel Camdessus, 
managing director of 
the International 
Monetary Fund, yesterday lav- 
ished praise on Algeria's eco- 
nomic performance. On a 
two-day trip to Algiers, Mr 
Camdessus, a strong supporter 
of the controversial IMF pro- 
gramme in the country, told 
Algerians he had the “privilege 
to be associated with a venture 
that works". 

His trip follows the DIF's 
first review of its programme 
of economic reforms, which, 
accordi n g to bankers and econ- 
omists, registered mixed 
results. 

Under pressure from France, 
the Fund granted Algiers a 
three-year tl.Sbn f£i.2bn) 
extended credit facility last 
May to replace the SIbn 
stand-by credit granted in 1994. 
This move was in defiance of 
calls for restraint by many 
economists and Algerian oppo- 
sition figures, who insisted 
that economic reforms 
required investments which 
could be achieved only with a 
political solution to the Alge- 
rian crisis and that any funds 
provided were bound to be 
diverted towards maintaining 
security. 

While agreeing that sus- 
tained growth requires a solu- 
tion to the crisis, the IMF has 
maintained that, in the mean- 
time. it can at least help 
Algeria set up the framework 
of an open market economy. 


Algeria 


Real econo mi c growth (% change] 



-93 -98 -87 -98 


According to a senior IMF 
official the November review 
found that Algeria was likely 
to register between 4J3 per cent 
and 4.7 per cent growth in the 
programme year which ends in 
March, against IMF projections 
of 5 per cent, although the 
growth is driven by agriculture 
(up 20 per cent), rather than 
industry, which by the end of 
1995 was registering negative 
growth. Inflation, projected at 
between 13 per cent and 15 per 
cent, was running at above 20 
per cent. 

The IMF, however, said that 
the higher inflation was due to 
the government's decision to 
accelerate the reduction of sub- 
sidies, which the Fund views 



C amde ssus: Algeria is a 
venture that works 


in a positive light In any case, 
the continued drawing of 
credit by Algeria is based not 
on these macro-economic 
results but on a set of seven 
performance criteria. 

In its review, the Fund found 
that at the raid of September. 
Algeria had met five of these 
criteria. Because it deemed 
that missing two criteria was 
due to temporary and external 
factors, the IMF staff recom- 
mended contining the pro- 
gramme. 

The Algerian government 
implemented all structural 
changes agreed with the IMF, 
exceeding them in some cases, 
such as in the lifting of subsi- 
dies. On what the Fund says is 


the most important criteria, 
the budget deficit, the IMF offi- 
cial said Algeria was running a 
deficit of 12 per cent of gross 
domestic product, against a 
projection for 1995-1996 of L3 
per cent 

However, foreign exchange 
reserves failed to meet their 
target At the raid of September 
they stood at about $L9bn - or 
two months* imports - instead 
of the $£3bn estimated by the 
Fund. The fall in reserves was 
due to unexpected increases in 
the price of cereals, which 
Algeria imports, as well as the 
lack of export guarantees 
which forced the government 
to pay cash for Imports in 1995. 
Because local importers and 
companies were unable to 
secure lines of credit, domestic 
credit expansion - another per- 
formance criteria - was higher 
than the IMF wanted. 

In a press conference 
reported by the official Alge- 
rian news agency, Mr Cam- 
dessus yesterday defended 
Algeria’s failure to meet the 
reserve criteria. Insisting it - 
was beyond the control of 
Algerian authorities. Only 
France, Italy and Belgium stiH 
provide Algeria with export >: 
guarantees, while the US- pro- ' 
vides credits for cereal exports. 
The IMF said it expected other 
countries to resume cover once - 
the rescheduling of Algeria's 
public debt, agreed by the 
Paris Club of creditor govern- 
ments last summer, is finalised 


in bilateral agreements, a pro- 
cess which will be completed 
by March. 

- Bankers who follow the Alge- 
rian economy, however, said it 
would take years for export 
agencies and banks to regain 
confidence In Algeria. “Given a 
choice, few would put money 
into the country unless they 
have a political reason to do 
it,” one banker said. These 
bankers worry that if tbe coun- 
try fails to meet the $L6bn 
projected increase in gas 
exports this year, it will be in 
need of fresh credit or be 
forced to cut down cm imports. 

One agency likely to keep 
the funds flowing; however, Is 
the World Bank. According to 
Mr Daniel Ritchie, director of 
the Maghreb and Iran depart- 
ment, said the bank would 
agree with Algiers this year a 
S400m structural adjustment 
loan with requirements focus- 
ing on a programme of privati- 
sation and the restructuring of 
the financial sector. Mr Ritchie 
says privatising Algeria’s huge 
public enterprises operating at 
50 per cent capacity is unrealis- 
tic at this time. 

This is why the Bank's pro- 
gramme seeks to privatise up 
to 15400 enterprises owned by 
local governments. These res- 
taurants, bakeries, construc- 
tion companies and the like 
require small investments and 
fewer lay-offs. 

Roula Khalaf 


South African TV dispute worsens 


By Mark Ashunrt 
in Johannesburg 

South Africa's Independent 
Broadcasting Authority has 
warned the South African 
Broadcasting Corporation that 
it may dose its three television 
channels if it proceeds with 
plans to increase programming 
in African languages. 

Advertisers were astonished 
by the authority’s 11th hour 
response to the proposed 
revamp, due to begin on Febru- 
ary 4. of public service televi- 
sion. “The changes had been 
viewed as a fait accompli 

“How can the IBA have such 
power over a change in for- 
mat?" said Mr Ken Vareges, an 
executive member of the Media 


Association of South Africa. 
Mr William Lane, a member of 
the Authority, recognised the 
disruption caused to advertis- 
ers and the SABC but insisted 
it was legally bound to hold a 
public inquiry before consider- 
ing amendments to broadcast- 
ers’ licences. 

The controversy has exposed 
the fraught relations between 
the new regulator and the 
SABC. the former mouthpiece 
of the National party govern- 
ment, which enjoys a virtual 
monopoly of the electronic 
media but will face unprece- 
dented competition when the 
authority grants licences to 
new commercial broadcasters. 

The SABCs existing licences 
were issued under the previous 


government, but have been 
retained pending the outcome 
of the authority's public 
inquiry into the future of pub- 
lic service broadcasting. 

They stipulate that program- 
ming should be “predomi- 
nantly En g lis h and Afrikaans” 
on the broadcaster's single 
nationwide terrestrial network, 
and “predominantly English” 
on its two subsidiary networks. 

Mr Lane said the SABCS 
application for its highly publi- 
cised R15& relaunch had been 
submitted only on December 
21 which left insufficient time 
for public hearings before the 
scheduled launch date. The 
SABCs plans to broadcast at 
prime time in all 11 of South 
Africa's official languages have 


brought harsh criticism from 
organisations representing 
Afrikaans speakers. 

About 80 per cent of the cor-, 
poration's revenue is from 
advertising. The balance comes 
from licence fees which some 
Afrikaans speakers have 
threatened to boycott Mr Var- 
eges said advertising budgets 
worth more than R80m a 
month had been allocated “on 
the basis of gut feel by clients 
who have no idea what the 
audiences will look like". 

En glish, the country’s only 
international language and the 
most popular second language 
of all South Africans, retains 
the lion's share of airtime in 
the SABC's proposed pro- 
gramme schedules. Afrikaans 


programming would be 
reduced from 35 pa* cent of air- 
time on each of two television 
channels, to about 1<L5 per cent 
of airtime on a single 

Mr Ken Modise, SABC 
spokesman, said the broad- 
caster would modify the new 
schedules to comply with exist- 
ing licences, while introducing 
“new programming which bet- 
ter reflects the diversity of cul- 
tures and lan gnagpc within our 
country”. 

He suggested the public 
should have the opportunity to 
assess revised channels before 
making submissions to the 
IBA. “There's a lot of merit in 
that, but that's not what the 
law says," commented Mr 
Lane. 


INTERNATIONAL NEWS DIGEST 

Arafat fears 
poll disruption 

Mr Yassir Arafat, leader of the Palestine Liberation 
Orga nis a t ion, said yesterday be had telephon e d Israeli prime 
minister Shimon Peres amid fears that Jewish extremists 
might disrupt voting by Palestinians in east Jerusalem. Mr 
Arafat said Mr Peres had said he would do his best to facilitate 
the issue. 

Palestinians will vote on Saturday at five post offices in east 
Jerusalem, as well as at polling stations throughout the West 
Bank and Gaza Strip. The balloting in east Jerusalem has 
enraged some Israelis who see it as an infringement of Israel's 
sovereignty ovra the disputed dty. Police fear that thousands 
of right-wing activists will go to east Jerusalem to disrupt the 
voting. AP, Jericho 

Ethiopian debt written off 

Creditors have agreed to write off up to 3250m (£162m) of 
Ethiopia's $2TOm commercial bank debt, the World Bank said 
Mr James Adams, head of the East African department, said 
talks was under way to write off the remaining $20m within 
two weeks. Ethiopia, one of Africa’s poorest countries with a 
per capita Income of less than 3100 a year, received the debt 
elimination deal under the bank’s Commercial Debt Reduction 
Programme, Mr Adams said He said Britain and the 
Netherlands paid $6m each while the World Bank, through its 
International Development Assistance (IDA) arm, granted 
g21m towards the debt relief. 

Mr Sufian Ahmed, Ethiopia’s finance minister, pointed out 
that it was a small portion of the country's $4bn external debt 
The minister said his country would discuss with Russia a 
debt of millions of dollars, mostly accumulated through 
military equipment The farmer Soviet Union supplied 
Ethiopia's deposed Marxist regime. Reuter, Addis Ababa 

Mubarak plea on investment 

Egyptian President Hasnf Mubarak has appointed eight new 
governors in key provinces and urged than to remove an 
obstacles hindering investment and the setting up of small 
businesses, Egyptian newspapers said yesterday. 

Al-Ahram newspaper said Mr Mubarak’s new appointments 1 
were aimed at giving impetus to the government’s drive to 
encourage Investment and development in the provinces. 

President Mubarak changed his government this month, 
naming Mr Kamal Ganzouri, who was planning minister, to 
replace long-standing prime minister Atef SedkL Mr Gauzouri 
and his economic ministers have promised accelerated 
privatisation, new investment incentives and less 
bureaucracy. Reuter, Cairo 

Muzorewa to challenge Mugabe 

Zimbabwe’s first black prime minister said yesterday he would 
challenge Robert Mugabe, president for 15 years, in elections 
in March. Bishop Abel Muzorewa, 71, who heads the small 
United Parties opjpasitton group, said be was numing to 
combat offi ci al graft, economic mismanagement and a climate 
of political oppression created by Mr Mugabe's ruling party. 

Mr Muzorewa is expected to gamer a small protest vote but 
Is seen as no threat to Mr Mugabe, whose Zimbabwe African 
National Union Patriotic Front party captured 147 of the 150 
parliamentary seats in general elections last year. 

The only other caudidateis Rev Ndabaningi Sithole, 76, a 
forma - Mugabe ally who is leader of the Zimbabwe African 
National Union Ndonga opposition group. He will be 
disqualified if convicted before March 16 of leading an 
assassination attempt on Mugabe last Aiigust ap. Harare 
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NEWS: WORLD TRADE 


Swiss and US companies lead 
Russian investment league 


ForaiSR biwstmont ln Rosstat 

$bn pbtal vaku 1/1/9$) ’ 


By Frances WKQams in Geneva 

Swiss and US companies are 
now iiie leading investors in 

Russia, accounting for half of 
foreign direct investment. 
® c ®P r ding to the United 
Nations Economic Commission 
for Europe. 

Russia's stock of foreign 
“rect investment (FDI) Jumped 
ay a quarter In 1994 to just 
over $3bn and rose further to 
at the en^f June 1995. 
the ECE notes. About 60 per 
^nt is in mining and manufac- 
funng industries, notably in 
enow and engineering. 

However, Russia remains a 
1 ms attractive location far FDI 
than some of Moscow's former 


satellites, now in the vanguard 
of the transition to market 
economies. 

Hungary has attracted three 
times as much FDI as Russia 
while Poland and the Czech 
Republic also have hi gher FDI 
stocks. 

Based an data for committed 
capital in Russia (KL7bn at the 
end of June 1995) Swiss compa- 
nies tapped the Investor rank- 
ings in 1994 with 29 per cent of 
the total, followed by US com- 
panies with 21 per cent 

The European Union, which 
accounted for nearly half Rus- 
sian direct investment at the 
end of 1993, had only a 20 per 
cent share a year later. Singa- 
pore (7 per cent) and China (6 


per cent), with substantial 
investments in Russia's Far 
East, beat Germany (5 per 
cent) into fifth place. 

US involvement in Russia 
has been most marked in the 
oil and gas exploration sector - 
but Swiss interest appears to 
be extremely varied. Reported 
deals over the past year have 
included Investments ranging 
foam steel-making to shopping 
centres and from computers to 
potato crisps. 

The ECE notes that compa- 
nies with foreign capital 
boosted payrolls five-fold 
between 1990 and 1994 at a 
time when total Russian 
employment shrank by 8 per 
cent, and paid their workers 50 


per cent more than the aver- 
age. Though “foreign invest- 
ment enterprises" still account 
for only 05 per cent of overall 
employment, they contribute 
more than 2 per cent of total 
output and a much higher pro- 
portion of foreign trade. 

In 1994 they accounted for 
nearly 10 per cent of Russian 
exports and 13 per cent of 
imports (excluding trade 
within the Commonwealth of 
Independent States), generat- 
ing a trade surplus of more 
than Slbn. 

East-West Investment News, 
Winter 1995. UN Sales Section, 
Palais des Nations, CH-1ZU 
Geneva 10. fax +41 22 917 0084, 
S80 a year for four issues. 
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EBRD backing for $34m Warsaw office development 


By Andrew Taylor, 

Construction Correspondent 

The European Bank for 
Reconstruction and Develop- 
ment and Generate Bank of 
Belgium are providing $20m to 
develop a Warsaw office block 
to help alleviate the acute 
shortage of commercial space 
in the Polish capital. 

It Is the second large office 


development in the city to be 
financed by the EBRD. 

The latest development, the 
Sienna Centre, is to be built by 
two Belgian property compa- 
nies, NV Buelens and Compag- 
nie Tmm nbilifere de Belgique, 
and is expected to cost 
$34m. 

The building will provide 
26,000 sq metres of space and is 
due to be completed in 1997. 


Morocco wakes 
up to needs 
of the investor 

Foreign companies face fewer 
obstacles, writes Roula Khalaf 


T he SGS- Thoms on semi- 
conductor factory in 
Casablanca has become 
a stopping-off point for foreign 
executives contemplating 
investment in Morocco. 

Potential investors often 
choose to visit the site to hear 
Mr Georges Auguste, the 
French company's manag in g 
director, tell a success story 
about foreign investment in 
Morocco. 

Following the association 
agreement with the European 
Union, initialled late last year. 
Morocco is seeking more 
investment to raise stagnating 
industrial exports and help 
upgrade its industry. 

Although foreign investment 
has jumped nearly tenfold in 
the last decade - led by France 
and much of it going into 
industry and banking - it was 
only Dh4bn (W70m) in 1995 and 
has been erratic in the last few 
years. 

The government is especially 
seeking large-scale industrial 
investment and is courting 
Daewoo of South Korea to 
establish an electronics plant 
in Morocco. The proposed 
S200m plant would manufac- 
ture electronic goods for export 
and create 3,000 jobs. “It would 
be the most important single 
investment in Morocco," 
according to on e nffirfni- 
However. stifling bureau- 
cracy, an unreliable justice sys- 
tem and a poorly qualified 
workforce are often cited as 
obstacles to investment, 
despite relatively cheap labour 
costs. At a time of reform - 
including a new investment 
code and commercial tribunals 
to settle disputes - SGS-Thom- 
son’s experience is an illustra- 
tion of how setting up in 
Morocco can be rewarding. 

The company, which now 
derives as much as 15 per cent 
of its $2L6bn in revenues from 
its Morocco operation, arrived 
some 40 years ago - first prod- 
ucing radio communication 
equipment for the local mar- 
ket Since 1980 the company 
lias assembled and tested semi- 
conductors for export. 

As it exports 100 per cent of 
its production, tt enjoys duty- 
free status for its imparted 
materials. Mr Auguste says 
proximity to Europe and an 
abundant workforce make 
Casablanca an attractive base. 

But progress had not always 
been smooth. "Six years ago, 
the question was whether we 
should shut down," says Mr 
Auguste. The Casablanca facto- 
ry's productivity levels fell 
behind Thomson factories in 
the Far East, forcing the com- 
pany to make a choice between 
massive restructuring or relo- 
cating to Malaysia. 

Over three years. Mr 
Auguste reduced his staff of 
sin by half through severance 
Trackages and the placement of 
{rorians with other companies. 
Some workers were laid off, 
sent on a two-year training 
rise and then rehired. 

Knee ihe end Of the restruct- 
JSTin 1993, SGS-Thomson 
S2rfbo«m both the Moroccan 
authorities and workers 
merits of its moves. 

half of 1995. the comjrany has 
ploughed $52m back into the 


business and Mr Auguste has 
rehired as many people as he 
had made redundant. The 
same total number of employ- 
ees are now producing three 
times as many semiconductors 
and the rate of defects is one 
tenth of previous levels. 

“We always compare our- 
selves with Malaysia, which Is 
our most efficient factory, and 
the workers understand that 
Him is who they are competing 
against," says Mr Auguste. 

Almost halfway on the road 
from Casablanca to Marrakesh, 
in the town of Settat, Mr 
Roberto Voltolina of Cristal- 
strass has a similar story. 

He relates how his family 
moved to Morocco from Venice 
in 1984 to set up a crystal pen- 
dants factory, which has since 
become one of the world's lead- 
ers manufacturing crystal pen- 
dants for chandeliers. Nearly 
40 per cent of production is 
exported to Gulf countries, 
where crystal chandeliers are 
popular. 

The Voltolinas were 
attracted by two things: an 
investment law which allows 
100 per cent foreign ownership 
and cheap labour costs which 

Morocco 

Foreign direct Investment (Dh bn] 
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are four to five times less than 
in Italy. Starting with 150 
workers in 1984, Cristalstrass 
now employs 1,000 people, for 
whom it has provided training, 
and expects to make DhlOOm 
in revenues this year. 

The Moroccan government 
put few obstacles in Cristal- 
strass’s way. Mr Voltolina 
attributes this to the famil y's 
choice of headquarters in 
Settat "Settat was a town that 
was being developed and they 
wanted it to work, so we found 
on the part of the authorities 
all the help and the co-opera- 
tion we needed,” says Mr 
Voltolina. 

"We are now the most impor- 
tant factory here and had we 
been In Casablanca, we would 
have been one of many big 
industries and would not have 
received the attention we got 
lure." 

like SGS-Thomson and Cris- 
talstrass, new investors in 
Morocco will have to pay atten- 
tion to the export market. 
Much of the foreign invest- 
ment that went Into Morocco 
in the last few years was for 
local production and compa- 
nies were up against competi- 
tion at a local level. 

As trade barriers to Euro- 
pean products come down, 
these companies are set to face 
a difficult task in gaining mar- 
ket share in a more competi- 
tive arena. 


The space Is needed by domes- 
tic and foreign companies 
which have found It difficult 
and expensive to acquire suit- 
able business premises. 

EBRD also arranged $24m 
finance for the 336m Atrium 
Business Centre completed last 
year by Skanska, Sweden’s big- 
gest construction group. The 
building Is fully let at the cur- 
rent top rent of $45 a square 


metre a month in the central 
area. 

A recent study by Jones 
Lang Wootton, international 
property consultants, found 
Warsaw the fourth most expen- 
sive European office location 
b ehin d London, Moscow and 
Paris. 

Mr Marc Mogoll. EBRD prop- 
erty and tourism director, said: 
“Private sector development in 


Poland is accelerating and 
Warsaw is Increasingly seen 
not just as the country’s 
business capital, but also 
as an Important regional 
centre." 

The bank estimates that 
unsatisfied demand for modern 
office space in the central dis- 
trict is running at 60.000 sq 
metres a year compared with 
120.000 sq metres of modem 


space currently built in the 
city centre. 

A Polish company, Waresco, 
has been established by the 
Belgian property developers to 
build and manage the 
Sienna development. EBRD 
and Generale Bank will pro- 
vide Waresco with a senior 
loan of $17.5m. EBRD is also 
providing $2_5m subordinated 
loans. 


Cuban 


I By Pascal Fletcher hi Havana 

The Commonwealth Develop- 
ment Corporation, the British 
government's development 
finance institution, plans to 
open an office in Cuba and is 
identifying investment oppor- 
tunities which could include 
the electricity sector, financial 
services, industry and agricul- 
ture. 

The UK body had KilOm of 
investments and commitments 
in the Caribbean and Central 
America and so Its entry into 
Cuba was a “natural exten- 
sion”, according to Mr Roy 
Reynolds, CDC chief executive. 

The British government has 
acted to intensify trade and 
investment relations with 
Cuba despite a US economic 
embargo against the commu- 
nist-ruled island. British-Cuban 
relations have been boosted 
over the last 18 months by a 
series of high-level visits and 
an Investment promotion and 
protection agreement. British 
companies are active in sugar 
harvest financing, agrochemi- 
cals, cigarette manufacturing, 
investment and oil exploration 
in Cuba. 

Mr Reynolds said CDC 
operations in Cuba could act as 
a model and catalyst for fixture 
British and other investment 


eyes 

deals 


o n the island. The CDC, which 
operates in more than 50 coun- 
tries, will hold talks with 
Cuban government officials 
over the next six months to 
identify sectors to which spe- 
cific. detailed investment pro- 
posals could he drawn up; 

Mr Reynolds said that he 
saw tide electricity sector, 
financial services, agriculture 
and industry as promising tar- 
get sectors. The Cuban authori- 
ties proposed other invest- 
ment areas, one of them being 
tourism. 

The CDC works with the pri- 
vate sector and only supports 
commercial projects. 

Cuba has increasingly 
opened its economy to foreign 
investment but the govern- 
ment is stfil cautious about 
allowing more private enter- 
prise on a national level, pre- 
ferring to keep a dominant role 
for the state.. 

The US embargo and stalled 
debt negotiations have blocked 
Cuba’s access to fresh m e di um - 
and long-term overseas credits. 

The Cuban government is 
seeking foreign development 
financing to help haul the 
economy out of the severe 
recession caused by the col- 
lapse of past trade and aid ties 
with the former Soviet 
bloc. 
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NEWS: THE AMERICAS 


IBM faces $249m bribes probes 


By David Pilling 
m Buenos Aires 

International Business 
Machines of the US is the 
subject of separate probes by 
the US Securities and 
Exchange Commission and the 
Federal Bureau of 
Investigation into allegations 
that Its Argentine subsidiary 
paid bribes to win a 5249m 
contract. Mr Adolfo Bagnasco, 
the judge investigating the 
case, said yesterday. 

The FBI and the SEC bad 
recently informed the federal 
judge that they were about to 
begin investigations into the 
IBM case within Argentina, Mr 
Bagnasco said. 

Further meetings with 


officials from both US bodies 
had been scheduled for later 
this month, partly, to 
“exchange information’'. 

Mr Bagnasco is conducting a 
c rimin al investigation into 
allegations that IBM 
Argentina, a fully owned 
subsidiary of IBM. paid bribes 
to win a S249m contract to 
upgrade computer systems at 
state-owned Banco Nation. 

Those accusations, denied by 
IBM, resulted In the 
resignation last September of 
several top executives, 
including the presidents of 
both IBM Argentina and Banco 
Nation. 

Mr Fred McNeese. a 
spokesman for IBM. confirmed 
yesterday that the company 


was co-operating with SEC and 
FBI probes. "The SEC and the 
Justice Department have 
requested Information from 
IBM concerning our operations 
in Argentina. We are providing 
that information." Mr McNeese 
said. 

He added that IBM's internal 
investigations were 
continuing, but the company 
maintained Its position that its 
executives had been guilty of 
“poor business judgment" and 
a lack of management control 
but not bribery. 

Argentine investigations 
centre on the seemingly 
inflated price of the contract, 
particularly the S37m in fees 
that IBM agreed to pay two 
subcontractors. 


Mr Bagnasco said he was 
still waiting for a reply from 
Swiss authorities to his 
request, relayed by the 
Argentine Foreign Ministry, 
that they reveal the ownership 
of a bank account at Banque 
Bruxelles Lambert 

Around $9m paid by IBM to 
its sub-contractors was 
allegedly diverted to that 
account, he said. 

Mr Bagnasco also said he 
had taken evidence from 
several officials of Deloitte & 
Touche, which advised IBM in 
the Banco Nation contract. 
Further officials from the 
accountancy firm, whose 
Buenos Aires offices were 
raided by court officials last 
September, would probably be 


called to testify, be said. 

Mr Bagnasco said he would 
also be interviewing Mr 
Ricardo Martorana, former 
president of IBM Argentina, 
and Mr Aldo Dadone, former 
president of Banco Nation. He 
estimated that by March he 
would be in a position either to 
press charges or terminate the 
investigation. 

Neither the SEC nor the 
Justice Department would 
confirm or deny that they were 
probing the affair. The SEC 
sai± “If there were suspected 
security rule violations, then it 
would be our duty to 
investigate. Our responsibility 
to enforce such laws as they 
apply in the US is not affected 
by borders." 


US Fed 
records 
modest 
growth 

By Michael Prowse 
in Washington 


Blinder resigns as Fed 
board vice-chairman 


By Jurek Martin in Washington 

Mr Alan Blinder yesterday 
said he was resigning as vice- 
chairman of the Federal 
Reserve board when his term 
expired at the end of this 
month, to return to teaching 
at Princeton University. 

Mr Mike McCrary, the White 
Home press secretary, said the 
departure of Mr Blinder, asso- 
ciated with anti -recessi on ary 
low interest rate policies, did 
not mean that President Bill 
Clinton had decided to renomi- 
nate Mr Alan Greenspan for a 
third term as chairman, effec- 
tive from March. He said the 
president would make that 
decision “in due course." 

At one stage the administra- 
tion had seen Mr Blinder as a 
potential successor to Mr 
Greenspan, but last year 
switched to considering asking 
Congress to confirm both men 
in their present posts as a 
package. The chairman is pop- 
ular on Capitol Hill and in the 
financial markets, which both 
view Mr Blinder, appointed by 
Mr Clinton to the Fed in 1994 
after a stint on the White 
House council of economic 
advisers, with suspicion. 

Mr Blinder had long talked 
of returning to Princeton, 
where his tenure could have 
been threatened by an 
extended absence in Washing- 
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Blinder: back to university 

ton. Bnt evidence also existed 
in Fed open market committee 
meetings of policy conflicts 
with Mr Greenspan over suc- 
cessive interest rate increases 
in 1994, since partially rolled 
back. 

The success of Fed polities 
and the perceived need of Mr 
Clinton's re-election campaign 
to keep the economy on an 
even keel probably means that 
Mr Greenspan can have 
another term if he wants it 
The weakness of some recent 
economic data may point to 
lower interest rates in the 
months ahead. 

Additionally, relations 
between the Fed chairman and 
the administration have been 
mostly smooth for the last 
three years, with relatively 


few complaints from the White 
House about the interest rate 
increases of 1994. 

Bnt shaping the Fed board 
remains a problem for Mr 
Clinton in the face of opposi- 
tion from Republicans in Con- 
gress. He has been unable to 
fill the other board vacancy 
created by the resignation last 
year of Mr John LaWare, an 
appointee of President Bush. 

Ms Alicia Munnell, a senior 
treasury official, was consid- 
ered for the post, but resis- 
tance in Congress meant that 
her nomination never went 
forward and the LaWare seat 
remains empty. Finding an 
acceptable successor to Mr 
Blinder may prove equally dif- 
ficult, with no obvious candi- 
dates in sight 


Ms Barbara Jordan - congress- 
woman, civil rights leader, con- 
stitutional lawyer, university 
professor and. above all, one of 
the great oraLors of 20th- 
century US politics - died in 
Texas yesterday, aged 59. 

The cause of death was cited 
as pneumonia, but she had 
been suffering from a neuro- 
muscular disease akin to multi- 
ple sclerosis for years. 

Her imprint on public life 
spanned nearly two genera- 
tions, from her early campaign- 
ing in her native Houston for 
the Kennedy-Johnson ticket in 
I960, as the first black elected 
to the Texas senate later in the 
decade, through six years in 
Congress from 1973 to 1979, up 
to her chairmanship of the spe- 
cial commission on immigra- 
tion reform which issued its 
report last year. 

But she will be remembered 
most of all for her extraordi- 
nary eloquence. 

Twice, in 1976 and. from her 
wheelchair, in 1992 she electri- 
fied Democratic Party national 
conventions with her keynote 
speeches on, respectively, 
national unity and economic 
justice for all. 

The first performance imme- 
diately vaulted her into the 
field as a possible vice-presi- 
dential candidate; she was sub- 
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sequent) y interviewed for a 
cabinet position by president- 
elect Jimmy Carter. But she 
said she only wanted to be 
attorney -general which he was 
not prepared to offer. 

She had really burst on to 
the national stage in 1974 as a 
member of the House judiciary 
committee investigating Water- 
gate, all captured on national 
TV. She spoke with such moral 
authority that no other panel 
member made a better case for 
the impeachment of President 
Richard Nixon. 

Theodore White, the veteran 
chronicler of US politics, once 
described her oratory as “a 
flow of Churehillian eloquence, 
of resonance, boom and grip so 
compelling as to make one for- 
get to take notes". 

But she was also a hard- 
nosed practical politician. She 
was elected to the Texas senate 
only after the Supreme Court 
had ordered the state to 
redraw its electoral boundaries 
to reflect the principles of “one 
man. one vote." But once 
there, as later in Congress, she 
preferred to work within the 
system on issues such as 
unemployment compensation, 
aid to education and social 
security. 

Jurek Martin 


The US economy grew at a 
“generally modest pace” at the 
end of last year, the Federal 
Reserve said yesterday in its 
latest "beige book” guide to 
regional trends. 

The Fed said retail sales fell 
below expectations over the 
holiday period in most areas. 
Member banks in Atlanta, 
New York, Philadelphia and 
Richmond reported slower 
manufacturing 1 activity but 
other districts said industry 
was continuing to operate at a 
high level. 

Companies reported gener- 
ally stable prices, although 
shortages of skilled labour 
were cited in some areas. 

The Fed report - which cov- 
ers the month to early Janu- 
ary - provides the first snap- 
shot of recent economic trends 
following the statistical black- 
oat caused by the budget 
impasse in Washington. 

Separately, Mr Thomas 
Hoenig, president of the Kan- 
sas City Fed, predicted moder- 
ate economic growth of 2-2.5 
per cent this year. He said 
there was some anecdotal evi- 
dence of tightness in labour 
markets but that it had not 
shown up in inflation num- 
bers. 

In other economic reports 
yesterday, the Conference 
Board, a New York business 
analysis group, said the index 
of leading indicators fell 0.3 
per cent in November, follow- 
ing a 0.5 per cent drop in Octo- 
ber. However, owing to the 
government shutdown the 
index contained only s or its 
normal II components. The 
index, formerly published by 
the federal government, is 
intended to predict turning 
points in economic activity. 

The Commerce Department 
said the US trade deficit fell 
slightly from $8.2bn in Sep- 
tember to S8hn in October. 
Financial markets had expec- 
ted a deficit of about S9.lbn. 

Exports fell l.l per cent to 
S66.7bn but this was more 
than offset by a l~ per cent 
drop in imports to $?4.8bn. 
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AMERICAN NEWS DIGEST 

Moslem bomber 
sentenced in US 

aKsiawssssasiS* 

35 vears in prison. Mr Victor Alvarez, a follower of rauicai 

de'ric Sheikh Omar Ahdel-Rahman. proclaimed hl< innocence 
at the heavilv guarded sentencing hearing m federal ‘ 

TCve sheikh and eight of his other followers won? scheduled for 
sentencing throughout the day. - 

The blind cleric and his followers were convicted on October 
1 of planning the bombing of the United Nations, brnlges and; 
tunnels in New York and the assassination of Ejtfptian 
President Hosni Mubarak and other political leaders, in 
pleading for a lesser sentence, Alvarez, clad in blue prison 
garb and a white skullcap, read excerpts or taped - 

cou vernations between a secret government informant and the 

accused plotters, arguing he was unaware of their 

plans. Reuter.. \cw\ork 
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Lloyd’s to pay over Exxon spill ^ 

Exxon said yesterday it would receive $3GGm iu a partial . . ; -VjSu 
settlement of its lawsuit against Lloyd’s of London and other- • - . 

underwriters to recover insurance for a portion of its expenses .-^-m 
as cargo owner arising from the Valdez oil spill in 11*89. It said • /»: 1 

under the terms or the agreement the underwriters would 
reimburse the funds for “certain costs associated with the ^ 
accident and resultant oil spill”. ; : f -Jf * '■ 

Exxon chairman Mr Lee Raymond said he was pleased with- -• 
the partial settlement, but noted that the corporation still had- ■----.-• j p ■ 
“substantial" Valdez-related insurance claims pending with '.-Mi® 
Llovd's and other underwriters that remained unresolved. A U ?.•;.*« j 
trial date of April 8 1998 has been set in Texas to address those rsfgjr. 
claims. AFX News. LnndOR- ' 

Brazilian officials captured v 

Four Brazilian government officials have been taken hostage .' ■* || 

in the eastern Amazon by a group of Tembe indians. who are 
demanding the government clear their reservation of illegal' . 
loggers and fanners. The officials, who work with the -V. "•*£?*: 
government’s national indian foundation. Funai. were taken to O-^jr 
a village in the Alto Rio Gama reserve on the border between- .L'yj® 
the northern states of Para and Maranhac. Funai was - -.y' yC 

yesterday trying to contact the indians to negotiate the 
officials’ release. . . 

Hostage-taking is not uncommon in indian disputes. k-'TjgE 

However, the latest incident conies a week after the Brazilian : j ;T;3 
government changed the law on the demarcation of indian ’ \ 

lands, triggering anxiety among indian groups that their - 
reserves would be threatened. Angus Foster, Sod Paulo . Ir.V-Jg- 

Gingrich sister targets anti-gays -t# 

Tlie sister of Mr Newt Gingrich, the conservative speaker of . 
the House of Reprcsenbitives. is about to emhark on a mission ; 
to rid C-ougress of anti-gay lawmakers in the next election. As- - 
pan of the nation's largest gay political lobby, the lesbian . 
activist will tour the country this year to encourage people to 
vote for candidates sympathetic to homosexual issues. 

Brother Newt is safe. But North Carolina Senator Jesse 
Helms and California Representative Bob Doroan should ; : JM 

beware - Candace Gingrich wants both conservative 
Republicans to be sent out of office. “I think that Jesse Helms 
is an obvious target because he has so long been not just a foe 
of gay rights, but an active, persistent, obsessed foe of gay . ;.jsl 

rights.” Ms Gingrich said. Mr Doman has been an outspoken - *■ ;■* '*■ 

critic of gays in the military. AT. Los Angeles Viigf| 


Chile’s private pension funds: | 
feted abroad, maligned at home ; 

All new job entrants must join a private scheme, says Imogen Mark ' 
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L ike many prophets. Chil- 
ean pension fund man- 
agers are feted abroad 
but often ignored, distrusted or 
maligned at home. 

The enthusiasm they pro- 
voke abroad stems partly from 
the way the social security 
scheme has prompted the 
development of a strong Chil- 
ean domestic capital market, 
where before there was little or 
none. The funds manage assets 
of $25bn, about 40 per cent of 
Chile's GDP, and are com- 
monly credited with playing a 
central role in more than dou- 
bling domestic savings, from 
around 14 per cent at the 
beginning of the 1980s to 27 per 
cent of GDP last year. 

In recent years, Argentina, 
Peru and Colombia have all set 
up variants of the Chilean 
model, and Bolivia. Ecuador, 
Nicaragua, and Paraguay are 
among others looking to do so. 
Missions have come from as 
[ far afield as China. Poland. 

I Indonesia. Canada and the UK 
to study the scheme. 

Like any private pension 
fund scheme, the Chilean sys- 
tem creates an individual capi- 
tal account for each worker. A 
monthly contribution is 
deducted from wages by the 
employer, collected by the pri- 
vate fund manager of the 
worker’s choice, and invested 
in capital markets. 

Since 1981 the private funds 
have been the only pension, 
plans on offer for new entrants 

to the workforce. A majority of 

those already working also 
transferred to them. By 2030 
the private funds will in theory 
have taken over almost com- 
plete responsibility for provid- 
ing pensions. The traditional 
state-run pay-as-you-go struc- 
ture will have been phased out, 
and the state will be responsi- 
ble for only a sketchy safety 
net for the few who fail to earn 
or save enough on their own. 
Its main responsibility will be 
to supervise the private sys- 
tem. 

Recently, however, the suc- 
cess of the Chilean system has 
been called into question. A 
new report from Merrill Lynch 
argues private pension funds 
have been responsible only for 
2 percentage points of the 
Increase in savings, and corpo- 
rate savings plus high growth 
account for most of 3L 
Ordinary Chileans are not 
impressed either. In an opinion 


Chile’s pension funds: much-admired growth 
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survey, the private funds, 
known as AFPs ladministra- 
doras de fondos de pensiones) 
scored well below banks, pub- 
lic notaries and even stockbro- 
kers on a scale of 
well-thought-of institutions. 

The reason, according to Ms 
Marta Lagos, the Chilean part- 
ner of Mori, the UK-based poll- 
ing group, springs partly from 
ignorance of the AFP system. 
But it also reflects a broader 
lack of confidence in Chile's 
free market economy model. 
"Almost half our respondents 
said they didn’t trust the cur- 
rent economic model, that it 
isn’t stable, that the current 
success is just an Indian sum- 
mer," bis Lagos said. 

Mr Julio Bustamante, who 
heads the state supervisory 
body for the AFPs. agrees that 
the industry has an image 
problem, “People often say 
they don't trust the system. 
They don't realise their 
savings are being invested in 
trucks and fishing boats, in 
productive activity. They don’t 
understand the capital mar- 
kets. they t hink it is all specu- 
la tire investment and their 
savings are being gambled irre- 
sponsibly," he said. 

It probably does not help 
that the new pension system 
was introduced by decree in 
1981 by the military dictator- 
ship of Gen Augusto Pinochet, 
with little information, much 
less public debate. The armed 
forces have themselves stayed 
in the old state system, alleg- 
ing reasons of security, fuel- 




ling suspicion. 

Many AFP clients also see 
little or no benefit from the 
system at present. The average 
client is a 32-year-old male 
employee more interested in 
financing a mortgage, school 
fees and a new car than a dis- 
tant pension. At all income lev- 
els, most wage-earners prefer 
to pay at the lowest possible 
rate, despite handsome tax 
benefits for extra savings. 

As yet there is not much 

direct experience of the end- 

product to help the public feel 
confident about the set-up. 
“We need to get to the stage 
where everyone has at least 
one relative or friend who is 
getting an AFP pension, then 
people will begin to accept that 
this works." said Mr Santiago 
Edwards, investment manager 
at Provida. the biggest AFP. 

Pensions under the new sys- 
tem are at least a third higher 
than they would have been 
under the old, and of better 
quality because they are 
adjusted automatically in line 
with inflation, according to Mr 
Edwards. But most consumers 
compare pensions with their 
wages, not with historic aver- 
ages. and find them lacking. 

Moreover, only about half 
the active workforce of 5m is 
up to date with contributions 
A hard core of about 1.5m AFP 
affiliates have made no pay- 
ments into their accounts for 
more than a year. 

There is a phenomenal turn- 
over rate among active account 
holders - almost lm people 


switched funds in 1994. Clients 
mostly feel no loyalty to their w 
fund and many switch at the 
stroke of a pen. v 

Fierce competition among > 
the AFPs to woo and then keep. \ 
customers has almost quadra- v 
pled the industry's sales force : \ 
in five years, pushing up costs: C‘ 
Although consumer freedom to -; 
change at will is central to the:.,/, 
system, proposed changes in-., 
the law would allow the AFPs-;'- : 
to offer commission discounts ; / 
for customer loyalty. . . .. 

The industry and the goveo* .4 1' ■ 
meat are also looking at ways . * : 
of protecting consumers from' ^ 
improper pressures when flay--/ 
approach retirement and must j 
choose between buying a fixed 
annuity from a life insurance- / 
company or taking pro*; / 
grammed withdrawals from;./ 
the savings fund. /•/ 

The choice involves complex/ 
factors, such as a view fcf Vj 
future stock market perfor- , / 
mance and interest rate projec- .- . 
tions, which are well beyond ' 
the experience of meet prospec/;t 
tire pensioners. / 

Ideally, each customer - 
should get expert advice and*/;., 
tailor-made programme. ; 
practice, illicit lists of prospec-- ; 
tive clients circulate <unoflg __ : 
the insurance company agents ' ; 
and brokers, who then pursue 1 
their custom with home visiter 
offering a television, a trip or b ;‘ 
share of the commission’ & v - 
return for their business :.At 
best, the agents are ignorairi; 
at worst, dishonest. 

The system is expected to. 
come under heavy fire this . 
year. For the first time in thatr 
history the AFPs made negP-. .. 
ttve real returns of 2.5 per cent-*--, 
in 1995- For the pensioners who . 
opted to take programmed _ 
monthly withdrawals from - 
their savings account rather-. . 
than buying an annuity, the?-', 
result will be a 12-15 per cent, 
cut in their income this year,': 
according to Mr Jonathan Cal- 
lund, an employee benefits 
consultant. ' ' 

In the active workforce, bow-. / 
ever, the effect of lower growth 
will almost certainly pass . ;! 
unnoticed. “Hardly anyone / 
even looks at their regular bid- : * 
ance sheet, with the record of. . 
their contributions and the 
total size of their fund," Mr- v- 
Callund said. Which is pro&J’. 

bly lucky for the government ■ 

or discontent with the system 
could become more vociferous- - 
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If AIG helps protect you against risk better than others, it's because we 
understand more kinds of risk- 

Threats to a healthy bottom line come from many directions. The key to 
irlobal risk management is a partner that sees beyond the obvious. What AIG 
offers is expertise not only in insurance, but in managing total marketplace 
risk, garnered during 75 years of international operation. 

With offices in approximately 130 countries and jurisdictions throughout 


the world AIG has an unmatched knowledge of local conditions and regulations. 

In tact. AIG is the only worldwide insurance and financial organiza- 
tion with a broad range of customized services to manage ail your business 
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Tories’ controversial initiative may extend to Berlin I CoilfeSSOr Mitchell Set tO TCVeal all 

Private German funds 1 
may help build embassy 


By Amtaw Adonis in London 
and Judy Dempsey bi Borfin 

German companies may a 
prominent role in finding the 
new British embassy building 
in Berlin under the British 
government's controversial 
Private Finance Initiative (PFD 
- a means of encouraging pri- 
vate sector finance within state 
capital investment 

If the plan proceeds, German 
groups would be involved with 
raising money for the construc- 
tion project with the British 
government then making 
lease-type payments for use of 
the building. 

The embassy near the Bran- 
denburg Gate will cost some 
£20m (g30.8m) to build, and 
should be completed by 1999 to 
coincide with the federal gov- 
ernment's planned move. from 
Bonn to Berlin. A feasibility 
study is being conducted by 
consultants Schaal Interna- 
tional. 

The UK Treasury is set to 
more than triple its spending 
on promoting the controversial 
initiative in spite of sharp cuts 
in the rest of the department's 
activities. Funding for the Pri- 
vate Finance Panel - a Trea- 
sury-funded quango which 
oversees the PFI the govern- 
ment's programme for boosting 
the role of the private sector in 
public investment - will rise 
this year from £800,000 ($1.23m) 
to £2L5m ($3 -85m), The execu- 


Employee share ownership 
will be boosted under Labour's 
plans for a stakeholder econ- 
omy, Mr Alistair Darling, the 
opposition party’s city spokes- 
man, will say today, James 

Blitz writes. 

He will tell a conference of 
investment bankers that 
extending shareholding is an 
essential part of the stake- 
holder vision set oat by Mr 
Tony Blair, the Labour leader. 

Mr Darling, who has respon- 
sibility for his party’s policy 
on financial regulation, will 

tive's senior staff are largely 
seconded from the private sec- 
tor. They report to a panel 
chaired by Sir Christopher 
Bland, chairman of NFC, most 
of whose members are private 
sector chief executives. 

One senior official said: 
“Frankly, few existing civil ser- 
vants are up to pioneering the 
PFI, and it is essential to iso- 
late the implementation of the 
policy as for as possible from 
the dead hand of the Whitehall 
machine." 

More than 50 officials - 
including 24 seconded at the 
Private Finance Panel - are 
now dedicated hill-time to the 
PFL with a large number of 
others working on specific con- 
tract negotiations. 

Sir Christopher said the pan- 
el's aim was to reach agree- 
ment on 150 PFI projects this 


CONTRACTS & TENDERS 


CAPITAL 

iWj DEVELOPMENT 


AUTHORITY 

PREQUAUFfCATtON OF COHSTRUCTIOII FIWS 
FOR DESHI CUM CONSimiCIIOII OH TUMKEY 
BASIS OF CONVENTION CENTRE AND MOMIMBn' IN 
COMMERORATION OF UK 50TH AMUVERSARY OF 
PAKISTAN INBEPEM9ERCE 

Applications are invited for prn qualification from reputed Construction 
CompanJes/Hrms tar 8ie 'Construction & Canraittan Centre and Uonumant on a tun 
key dasis in Cantmamoreaon of the 50th Antthmary ot Pakistan Independence. 

THE DETAILS OF THE PROJECT ARE AS UlfflER: 


US. 

SIQmiBtan 


DATE OF CONPUEnOH 
AND COMMSStORMB 

tar January IMTAintn 
CMC Contaunco has 

been scfwdLted to be 
held In Primary, 1997 


A Convention centre Man US; 1 st January 1997 Arths 

Internatio nal standard tar SIOrrriBon CMC Conference hoe 

2000 persons wtth abed been seftedried to be 

tadfittas including Aircondftkmtng heM In February 1997 

etoctrSc^hm SIS. system 
Including Furniture and Fumbhlngs 
for holding in tamailu iu l conferences. 

B. Monument 25WL high with US. 1st March, 1997 

2 lifts - a stair, a viewing SIDmiBon 

platform and lastrerant for 
120 persons at the top, 

(Darign win be provided by the 
Capital Development Authority. 

PHASE-D 

A BANQUET HALL 

1b accommodate 2000 US. Wort In be taken up 

persons wftft aU tadBSee ot SIO mMon after completion ot 

an IntamaUanai standanl inctaftta phase-1 to be compiewl 

Fumiura and Furnishings. m2 years tlma. 

2. Only those teUoralAnta rad oral firms who possess a complete design and 
oorting drawing tor a two thoesand seating capacity Convention Had Indutfing 
afiied services ifa Alr-condffioninB. Aodto, Video. Communications. Transtatton. 
Fire Alarm and such other systems end have been executed such job 
BuccesGfnfy with In one years time stoported by doc u ment ar y evidence any 
where In the world may apply along wMt the Mowing added intamatton. 

SUBJECT. 

Sabmitted to: 

SubmBtedby: 

Address 

i] Forhowmar^yearctesyoororganbator been inbBS*tassaaa&xTtractof7 
K) If a pubic Sharehoicfata Co. answer tbb. 
date of incorporation 
Place of incorporation 

- Chairman'S name: 

9) Wb rnrrraBypolomi™* oMha wort using arm resources. 

Iv) Have youmer tailed to complete any wort awarded to you? 

v) II a Partnership answer this 
State: 

vi) Are there any judgements, cams, arbftralton procaaifings for suits pending or 
ootstamSog againsl your organteafkm or Ms officers? 

vi) Has your organisa t ion filed any law sods or reqursled ariutranon with regard to 
construction contractor wflWn ms last five years? 
vttj Are you bmffiar wBb Consinjction Ifenagemeif neahods of project defivery. 
and has your company executed contracts under Construction Management 

System? 

be) List the Cowemtoa Centre ot CorAsence Centre of Conference Centre FYojec: 
your organisation has kt progress or caipkaed in the last five years. 

- project 

rtisnt 

consuftant 

- contract amount 

- comptetai time 

x) List ywr experience mawtfer projects 

- Logistics -tadudeig transportation and atstomsctearanoB 
Ftwmtog and scheduling 

- Material puichasa 
Conterence tetacommunication 
Conference audioArideo eyetems 

- Conference organisations 

- Conference protocol (Me rational) 

3 d) Uri of loots plant avaSrirtta Pakistan with ilw ftm W good worting condition 
and be touted to site of wort tamodWefy. The firm most hare the loftmlng 
Toole and Plants. 

Tower Cranes 2 Mas 

MoMe Cranes 100ft boom 2 Nos 
40 tons capacity 

Concrete pump 2 Nos 

(one mobie one static) 

Generator 100 KW 2 Nos 

Stattering/ScafloUing 50,000 Sit 

grader 

- BatdMng Ptant 40-50 Cm 
xfl) Bank referen ce s: 

xS) Consultants and Owners References: 

3) The efient reserves the right ra refect ary or a8 appfiatlons without asslgrtug 
aiqr reasons thereof. 

4) ThtlW date for receipt rtprequrifflaliiiorticdBWits is 1st Febnaiy. 1996 

(PEKVAIZ ANWAR CKBEKIA) 
Director Spsdal Projects, 
Block Ho J. Sotenranty Road. 
CDA, Mamabatf -PaUslaa. 
Ttlaphoos: 821012 
Fax No: 32-51-219413-817075 


say that Labour may consider 
introdnetng measures to 
ensure that share ownership 
by staff is seen “not as some 
optional extra - or something 
nnosnal - but as the norm In 
oar dynamic economy''. 

At a conference organised by 
Kleinwort Benson, Hie invest 
meat bank, he will argue that 
employee share schemes play 
an important role in providing 
motivation and incentives - 
and that long-term holding of 
equities is beneficial to the 
wider economy. 

year. So Ear most PFI projects 
have been in transport, health, 
Scotland and information tech- 
nology. He told the House of 
Commons Treasury committee 
yesterday that there was “no 
shortage of private sector bid- 
ders" for PFI contracts. . 

PFI training courses for gov- 
ernment officials, run by Price 
Waterhouse, start this week. 
Up to 10,000 officials will be 
sent on the two-day course - at 
£340 each - over the next 18 
months. 

But the PFI continues to 
attract strong criticism, with 
the leasing and construction 
sectors complaining at the 
delay and complexity involved 
in signing PFI projects while 
the Labour party Haims that It 
is being used to obscure large 
cuts in government infrastruc- 
ture spending. 


UK NEWS DIGEST 


By John Murray Brown 

in Dublin and 

John Kampfner in London 

In less than a week’s time an 
American, a Canadian and a 
Finn will give their verdict on 
how “ or indeed if - Northern 
Ireland's paramilitary groups 
can be persuaded to hand in 
their arms. 

The report will be pivotal to 
efforts to tom a fragile cease- 
fire into a permanent peace. 
But the work of former Senator 
George Mitchell's three-man 
international body on de- 
commissioning has been as 
secretive as It has been 
intense. ■ ■ 

Since last November, the 
body has been hearing submis- 
sions from everyone who is 
anyone in the search for a 
political settlement. They have 
listened intently to all-comers, 
but have given virtually noth- 
ing away. “It's like sitting on a 
couch at a New York psycho- 
analyst's," said one senior offi- 
cial who has attended several 
meetings with the group. 
"They invite you to say every- 
thing that's on your mind, tell 
you that yours was an excel- 
lent submission - but you 
emerge none the wiser". 

The work has been divided 
equally between Belfast and 
Dublin, with the odd foray to 
London to see Mr John Major. 

With General John de Chas- 
telain. a former rianarfian chief 
of staff best known for his role 
in ending a bitter dispute with 
the Mohawk Indians; and Mr 
Ham Holkeri. a forms- Finn- 
ish prime minister. Mr Mitchell 
has been attempting to resolve 
in a matter of weeks a problem 
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which has frustrated the sharp- 
est minds cm both sides of the 
Irish Sea for decades. 

In the search for absolute 
impartiality, Mr Mitchell - a 
close aide to President Bill 
Clinton and former Senate 
majority leader - has 
employed a secretariat devoid 
of British and Irish staff. The 
group has a mailing address in 
both Belfast and Dublin. Ques- 
tions from the press are redi- 
rected to Washington. 
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The British and Irish govern- 
ments haggtod for weeks over 
its TKuft. UK officials waited it 
to be confined to the "how” 
decommissioning takes place, 
rather *Twn “when”. 

It did not want a US-led 
panel to adjudicate cm part of 
the conditions set down last 
March by Sir Patrick Mayhew, 
Northern Ireland secretary, 
during a visit to Washington; 
that the IRA must agree to the 
principle of ilBwmwnlannniil^ 


fflnn FSin, its political wing, is 
admitted to all-party negotia- 
tions. Sinn F&nsaid any physi- 
cal gesture was tantamount to 
surrender. 

Although the British are ada- . 
mant that they are sticking, by 
the demands, many decisions 
and meetings have been predi- 
cated an the assumption that 
something must be done to 
find a way around the hn pagra- 


Party grandees 
plot against PM 




P lans to replace prime minister John Major 
are being canvassed by grandees in the gov- 
erning Conservative party, destroying Mr 
Major's hopes that last summer's leadership 
election had ended speculation about his ten- 
ure. Respected backbenchers are preparing to 
put Mr Major under intense pressure to stand 
aside in favour of Mr Michael Heseltine, the deputy prime 
minister, after municipal elections in May which they expect 
to be disastrous for the party. - 

Some of them were among Mr Major’s strongest supporters 
in the party leadership campaign last summer and are not 
.those who previously opposed him on~ the Tory right. The 
prime minister’s continued failure to end dissent in his party 
is one of the main reasons why MPs are again discussing his 
removal But a senior member of the government said there 
was no possibility of the prime minister standing aside with- 
out a battle. "He is a fighter”, the minister said. *Tf they really 
want to get rid of him. it will be fantastically bloody”. 

FT staff at Westminster 

Case on EU law is lost 

Eleven women workers lost the first round of a test case 
brought by their trade onions on behalf of thousands of 
part-time council workers who lost pension rights after their 
jobs were privatised. A judge decided that Lancashire County 
Council did not breach European Union law in foiling to 
ensure that the workers’ right to belong to an occupational 
pension scheme carried over into their new employment with i 
BET Catering Services. The trade unions involved said they ; 
were extremely disappointed and were considering an appeal. 

Because the women earn less than £15,000 ($23,100) a year, 
they are below the eligibility level for joining BETs scheme. 
The judge held that the European Council's "acquired rights 
directive” excluded pension rights and required member slates 
to provide protection only fra- pension contributions accrued 
up to the date of privatisation. Yesterday's ruling effects about 
3,000 former part-time employees of Lancashire Council and 
thousands of others across the country who were transferred 
from municipal labour forces to private companies through 
compulsory competitive tendering. 

Andrew Bolger, Employment Correspondent 

Saudi dissident lodges appeal 

Mr Mohammed al Massaari. the Saudi dissident ordered out of 
Britain earlier this month, has lodged an appeal against his 
removal Mr al Massaari said his appeal will be based on a 
claim that the Caribbean island of Dominica, to which Britain 
arranged to have him sent, is unsafe and a place where the 
Saudi authorities can easily attack him. Mr al Massaari said 
that, as a parallel measure, he is also launching a judicial 
review before the High Court in London. Until a derision is 
reached, Mr al Massaari can remain in Britain, where he has 
set up the headquarters for the Committee fra* the Defence of 
Legitimate Rights, an Islamist organisation that accuses the 
Saudi royal family of corruption and anti-Islamic practices. 

Roula Khalaf, London 

Drop in jobless is subdued 

An unexpectedly small drop in December unemployment pro- 
vided the latest evidence that economic growth has slowed 
while subdued average earnings figures suggested that infla- 
tionary pressures remain under control Mr Kenneth Clarke, 
chancellor of the exchequer, and Mr Eddie George, governor of 
the Bank of England, discussed the figures at their regular 
monthly meeting an interest rates. Rates were unchanged 
after the meeting, and most analysts expect no move in policy 
at least until next month following December's quarter-point 
reduction to 6.5 per cent. 

Official figures released yesterday showed that unemploy- 
ment fell again last month, but by less than expected. Average 
earnings growth was stable in November, allaying fears 
among some economists of greater pay pressures. The number 
of people out of work and claiming unemployment benefit 
declined by a seasonally adjusted 7.900 in December. This was 
the 28th success i ve monthly decline, but was less than half as 
large as November's fall. Graham Bowley. Economics Staff 

Vflumaker to boost output 

LDV, the Birmingham-based vanmaker rescued by a manage- 
ment buy-out from the Leyland Daf trucks collapse in 1993. is 
increasing production by 10 per cent from 400 to 440 vehicles a 
week. A voluntary S atur day morning shift has been intro- 
duced at the company's Birmingham plant The increase is on 
top of a 22 per emit rise is output last year and was said by the 
company yesterday to reflect rising demand both in the UK 
and elsewhere. LDV, which was making 200 vans a week at 
the iin»* of the buy-out, Is back to second place in the UK 
panel van market, although its market share of around 12 per 
cent trails far behind that of Ford. 

John Griffiths, Industrial Staff 


Tighter rules would extend 
regulation to executives 


By Jim KeOy In London 

Between 4,000 and 6,000 Lloyd's 
agents, broken, and advisers 
face individual vetting and a 
system of summary fines if 
they break market roles under 
changes to the insurance 
market’s self-regulating frame- 
work announced yesterday. 

The measures, part of a 
package of reforms for 1996, 
will be seen as an attempt to 
meet widespread criticism of 
tiie regulation of the insurance 
market which feces losses qf 
more than £8hhn ($L3-6bn). - 

Sir -Alan Hardcastle, chair- 
man of the Lloyd's Regulatory 
Board, said publication of a 
plan for 1996 was an attempt to 
“put regulation on the front 
foot” and bring greater trans- 
parency to the market. The 
government’s Department of 
Trade and Industry is to 
review the regulation of 
Lloyd's in 1997. Last year the 
House of Commons Treasury 
committee recommended that 
responsibility for regulating 
the market should transfer to 


an independent body. Nothing 
in the board's proposals pub- 
lished yesterday would rule 
out a transfer to the control of 
an independent regulator of 
. the system of regulation now 
being developed. 

The most radical.proposal in 
the document Is to register 
"individual officers and execu- 
tives" of "regulated entities”, a 

LLOYD’S 

.LLOYD'S OF LONDftW.; 
category which is understood 
to cover professionals down to 
the' level of departmental man- - 
ager. At the moment only the 
bodies are registered. 

The move will be seen as an 
effort to restore the reputation 
of the market’s professionals. 
Applicants will have to give 
details and evidence of experi- 
ence, record In the market, 
competence and integrity. 

Sir Alan admitted that some 
might fail. “Some may not 
bother applying,” he said.. - 
“They may not be confident 


their answers would be accept- 
able.” The new registration 
system should be in place 
within a year. 

“We want to turn the heat 
up," said Mr David Gittings, 
director of regulatory services 
at the insurance market “This 
win be the first bite we take.” 

- individuals and organisa- 
tions are to face a streamlined 
and pypnnderi system of sum- 
mary discipline ran g in g from 
fmea to ex pulsion- The aim is 
to bolster a formal disciplinary 
System ^Which htei beea*«riiie- 
ised in the past 

The board also wants to 
review underwriting agencies 
more often so that each agent 
is evaluated e very year, and is 
aiming at a final set of core 
standards to improve the 
behaviour of professionals. It 
also hopes to examine the role 
of auditors in the market, and 
will decide if it should require 
auditors to report to regulators 
if they discover anything . 
which might threaten the 
interests of policyholders or. 
members. 


Shell to move seamen’s 
contracts to Singapore 


By Charles Batchelor, 
Transport Correspondent 

Royal Dutch Shell, the 
Anglo-Dutch oil group, is to 
transfer the employment con- 
tracts of the L000 offices on 
its tanker fleet to Singapore as 
part of a programme to reduce 
operating costs by 40 per cent. 

Six hundred of the compa- 
ny’s officers are British and 
the move reflects a growing 
disenchantment among ship- 
ping companies with high 
costs tn the UK and what the 
industry sees as the govern- 
ment’s failure to support the 
British fleet. 

Shell will transfer the 
employment contracts of the 
British, Dutch. French and 
German officers on its 54- 
strong tanker fleet to Singa- 
pore and shot down personnel 
offices in france, the Nether- 
lands and Cyprus. It will retain 
an agency on the Isle of Man to 
administer contracts. 


Shell’s move comes six 
weeks after P&O, the largest 
UK shipowner, announced it 
was moving five of its 27- 
strong fleet of container ves- 
sels to the Bermuda flag and 
replacing 90 British seamen 
with Fflipfno crew. 

The UK Chamber of Ship- 
ping. which represents ship- 
owners, lobbied the govern- 
ment unsuccessfully in 
advance of last November's 
Budget for the govern m ent to 
waive National Insurance con- 
tributions for British seafarers, 
which would have saved the 
industry £17m ($26J8m) a year. 

Transferring employment 
contracts to Singapore is also 
expected to lead to same cats 
in the pay arid conditions of 
officers - though they will ben- 
efit by paying lower insurance 
contributions - bet this is still 
being negotiated with the offi- 
cers’ trade union. Shell said. 

“Our labour costs are 40 pa* 
cent hi gher thaq tl wse of other 


quality operators and this is 
not sustainable in the fiercely 
competitive shipping market,” 
Shell said. “We need to get 
these costs down.” 

Shell said it had no plans to 
. withdraw from owning and 
'managing Its own tanker fleet 
• Esso, the UK arm of petrol 
company Exxon, yesterday 
triggered a possible nationwide 
price war by announcing an 
aggressive plan to maintain its 
'dominant position. 

The company, ' which has 
2400 service stations, said Esso 
outlets would now match the . 
lowest prices charged by com- 
petitors in individual locations. 

. Shell, the second largest 
* retailer, last night retaliated by - 
enttir^ the recommended price 
of its leaded petrol by 4.4 pence 
a litre to 59£p. British Petro- 
leum, the third- ranking petrol 
retailor, said it was “commit- 
ted to remaining competitive 
and not being undercut by 
other quality brands”. 


Although formally the. body 
was not given the task at 
looking at wider political 
issues, at UK insistence, « 
appears to have done so. Its 
report is likely to address the 
call by pro-British parties in 
Northern. Ireland for an elected 
assembly or convention to 
chart the path forward. This is 
seen as a means of allowing 
the nationalist sfrm F6in party 
to join talks. 

For all the sensitivity, the 
Mitdidl commission has so far 
been given the benefit of the 
doubt by all sides. The achieve- 
ment is remarkable for a soci- 
ety whose political system is 
based an deep sectarian divi- 
sions and dfstrust. 

Thene has been a flurry of 
demands for follow-up meet- 
ings, and Mr Mitchell has con- 
sulted not just the govern- 
ments. the constitutional 
parties in the North, as well as 
sinn FSin and loyalist groups, 
but security chiefs and other 
groups. 

Mr Mitchell is aware that his 
personal reputation - and that 
of US administration involve- 
ment in general - is on the 
ifnp The meetings will end 
tomorrow. Then the three men 
will finalise their report hand- 
ing it to the governments a day 
before it is published simulta- 
neously in London, Dublin and 
Belfast next Wednesday. 

With each party ready to 
pick over each and every sen- 
tence. the task of satisfying 
everyone while not hiding 
behind a fudge is a monumen- 
tal one. But Mr Mitchell knew 
that when he took it on, leav- 
ing all sides wondering just 
what he has up his sleeve. 


Curbs on 
TV sports 
deals 
attacked 

By Clay Harris in London 

Sports leaders united 
yesterday to oppose extra 
restrictions on their freedom 
to sell broadcasting rights 
even if that meant that big 
sporting events were available 
only on subscription. 

Several argued instead that 
the long-standing list of 
protected events should be 
abolished or at least made vol- 
untary. They said it limi ted 
the amount of money available 
to sport because of the inabil- 
ity or unwillingness of the 
BBC aid and its rival terres- 
trial television companies 
(TTV) to spend in a protected 
market. 

Mr Trevor Phillips, commer- 
cial director of the Football 
Association, told a seminar co- 
sponsored by the satellite 
broadcaster BSkyB that be 
recalled “the BBC and ITV 
operating smugly as a cartel”. 
BSkyB is controlled by Mr 
Rupert Murdoch’s media con- 
glomerate. 

A Labour party amendment 
to the Broadcasting Bill would 
extend the current prohibition 
against eight specified events 
being carried exclusively on 
pay-per-view channels to 
include all subscription chan- 
nels such as BSkyB’s Sky 
Sports. The eight include the 
Olympic Gaines, the football 
World Cup, the English and 
Scottish FA Cop soccer finals, 
Wimbledon tennis, home 
cricket test matches, and the 
Grand National and Derby 
horse races. 

• The High Court in London 
was told yesterday that Mr 
Rupert Murdoch’s New Cen- 
tury Television had submitted 
the only properly qualified bid 
for. the licence to run the 
planned Channel 5 terrestrial 
television network. Hie court 
was reviewing the decision to 
award the licence to Channel s 
Broadcasting; the consortium 
which includes MAT , the 
broadcasting and financial ser- 
vices group; Pearson, owner of 
the Financial Times: CLT of 
Luxembourg; and Warburg 
Pin cus, the US investment 
bank. 
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CONTRACTS & TENDERS 


REPUBLIC OF LEBANON 

MINISTRY OF POST AND TELECOMMUNICATIONS 
GENERAL DIRECTORATE OF POST 
COUNCIL FOR DEVELOPMENT AND RECONSTRUCTION 
- T — dcr A nMwiwta fcgCM«radlQtortS»MPtaM Stw k a i la LdbaaMi . 
fat accordaacg wttlitteplM tor the irfaaMBtiaon of the Poitil»<ctorfc»Lf>«iii H Ull»eG n ir rri«iM.nt of Lebanon. rf or nwHeJ bv «h« Mini— ..f 
Font and Tcfcq— — fcaMo— and tbe CoaaacU for Drvdopmcsi and RKontmOw, b»*n«* Ibt Comiwnies ipcdtEwl in porta] servtco, to 
present Ihdr oflim IbrcMtnKdng oat some portal wriAeea in Lekuon. 

Thr Project fo be rotftractrd out consists of the (blhmtnf tttyrr postal Knkt* : 

1- MM HradHag S u Tfc ti . UncfanOng : 

• Kdcotbcdoa •HblwrUnc 

• Mitf transportation •MaUdeKra? 

• CwntCKrrkH hwfadlwg postal m oney ordrrs •PnU)rattb 

2- Express MaB service and Fncsfaofle Service 

3- FMatcfy Service- 

The ffatnrr General Contractor sha& be soielynx]MWQde for DKpettorna*KroT the terns spetdflcd to ttMrc«iitractretorrfai£ to tfae above 
respective postal services. 

Interested candMUtemhonU obtain n copy of the tauter di c ia i unrt to d n d l ng lfce portqBa M h to fa n dncwnenfi tor nn amount afUSS /1QJMCL-/ 
(paid by a entitled bank duck to die order of thr Cotmcfl for Drvdofmcmtvd RBcnnstractom). itai^iB Iran Wcrfraday Jammy 17, 199$ 
Iroct the Cooncfl tor Development and Reconstruction - Tafflct El $<T*e - Bdnrt - Lebanon. ... 

Deadlines for pmendng (be completed oflim Is EbOO noon (Beirut local tone) on Thmsdarf April 18. 1996at toe CtancH far Development 
sad Beco nrtnw tfo M . 

The oUert -wffl be opened on Thursday April IS, I9S6 at 12:00 noon, at tbeCotmcfl for D c rrk jfMcut and Rrgonstractkm- 
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PARENTS, HALOS AND UMBRELLAS. 

j 


W hen the snake tempted Eve, he offered more 
than just a Golden Delicious. 

Since then, his sales technique has 
echoed down the ages: if you want to sell something, 
make it different. 

It’s getting harder, though. As competition gets fiercer, 
more and more products are being turned into commodities, 
sold essentially on price. Individual product brands are . 
undermined, and prices and margins suffer. 

As it gets harder to make individual products 
different, companies turn their attention to their corporate 
brands. If you can distinguish your company from 
the competition, you can use its “halo” to strengthen 
individual products . 

This strategy isn’t for everyone. But some companies 
have made it work spectacularly well, particularly where 
the parent identity is strong - 
or Can be made to be. 

None the less, , it’s easier - 
said than done. How do you 
build a corporate image that’s 
distinct from the branding of 
individual products, but close 
enough to allow consumers to 
associate the two? And how do you 
prevent image problems in one 
product infecting others through the ~ r ' rT r * a 
mechanism of the corporate brand? 

T here are no cook-book recipes. In general, though, 
companies seem to find it easier when they are able 
to start the process with a strong parent identity. 
That overall umbrella image makes it easier to establish 
individual product brands. Because these share a common 
inheritance, they reinforce one another and the parent. 

And if something goes wrong with one of the 
individual products - well, the stronger the parent identity. 


the greater the chance of minimising the damage. All of 
which argues for steady, sustained investment in defining 
and promoting a parent company’s identity. 

The case for parent-company branding varies, of 
course, depending on the sort of company concerned. 
Consumer-product companies usually already have strong 
individual brands. Those involved in business-to-business 
selling may not have this benefit. 

And the advantage of parent-company branding is 
greatest of all, perhaps, in services - including finance and 
the professions. Such businesses can benefit most from the 
halo effect of a strong parent image. 

T hat’s where the Financial Times comes in, offering 
an effective way of creating or reinforcing a parent 
company image in the minds of decision-makers 
in every country and every industry. 
But the point of this essay isn’t 
to plug the FTs virtues as an 
advertising medium, considerable 
though those are. 

Instead, it’s to offer the 
thought that the most effective and 
admired companies present a clear 
and consistent image of themselves 
in all their dealings with their 
business partners, with their 
customers, and with the public in general. 

And targeted corporate advertising can play a 
crucial role in creating and maintaining that image. 

If you have any comments on the questions this 
series raises, or you’d like to talk about the issues of 
communicating the corporate message, either write to 
John Makinson, Managing Director, Financial Times, at 
1 Southwark Bridge, London SE1 9HL or call him 
on +44 171-873 3233. Fax: +44 171-873 3937. E-mail: 
John.Makinson@FT.com. 



Financial Times. 
World Business Newspaper. 
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This is the fourth of a series. Tomorrow: conclusion. 
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Worth Watching • Vanessa Houlder 





Quicker route to 
drug' development 

Up to a year could be shaved off 
the development time of new 
drugs using a newly developed 
microengineering technique, 
according to CEL, the 
laboratories owned by Thorn 
EMI. 

Its technique, which it describes 
as “plumbing on a chip", involves 
the flow of chemicals along tiny 
grooves that are finer than a 
human hair. CRL's researchers 
believe it would ensure precise 
process control that could reduce 
unwanted by-products in drugs as 
well as catting a year off the 12 to 
15 years required to produce a 
new drug. 

CBL will disclose more details 
of the process once patents are 
published in April. It believes the 
technique could be extended to 
any industry where Quids have to 
be accurately combined. 

CRL UK tel {(MSI 848 9779; fax 
(0)1818486565. 

Third line in 
telephone banking 

Telephonebased banking services 
are proving increasingly popular. 
But so far the technology used by 
these systems is relatively simple: 
they are normally answered by 
human operators, or else they 
use an automated voice activated 
by pressing keys on the tele- 
phone. 

The EXTs Esprit programme is 
funding research into a third 

approach to telephone banking 
technology, featuring automated 
speech recognition. The project 
includes universities, banks and 
companies in the UK, Denmark 
and France. 

The 18-month long Ovid project 
will investigate the use of 
automated speech recognition, 
speech synthesis, tone inputs and 
multimedia terminals to allow 
customers to inquire about their 
bank balance, pay bills and make 
fund transfers. 


The members of the project, 
which include the Universities of 
Edinburgh and Aalborg, the 
Royal Bank of Scotland and 
Barclays Bank, plan to conduct 
trials hi Denmark and the UK. 

Unive r sity of Edinburgh: UK tel 
(0)131 650 1000; fax (0)131 650 2253. 


New approach to 
fighting cancer 

Many companies research cancer 
cures, but an approach by 
Antigemcs, a private US 
company, may hold out more 
hope than many, writes Daniel 
Green. 

One tactic is to alert Qie body’s 
immune defences to cancer cells ' 
by coating them with a protein - 
an antigen - that stimulates an 
immune reaction. But since 
tumours can suppress the 
Immune response, one antigen 
may not be enough. 

Anti gem cs coats cancer cells 
with hundreds of different 
antigens. It uses naturally 
produced “heat shock proteins”, 
to which antigens can be attached 
in the laboratory. It ciawm? the 
method is unique and says that 
trials show low side-effects and 
good responses from patients. 

Antigerrics Tel US ( 212) 332 4774 
Far (212) 332 4779 

Cheaper way to 
make LCDs 

Sony Corporation has developed a 
technique for malting high 
resolution liquid crystal displays 
that uses low temperatures and 
inexpsisive glass substrates. 

Hie development underlines the 
research effort that is going into 
methods of making larger, 
cheaper and higher resolution 
liquid crystal displays, which are 
widely used for electronic 
displays. 

The technique uses 
polycrystalline silicon thm film 
transistor technology (TFT) which 
has some advantag es ov a - 
amorphous silicon TFT 
technology in making high, 
resolution LCDs. 

Conventionally, polycrystalline 
silicon has been processed at 
te mperature s over 1,000°C which 
has required expensive quartz 
substrates. Sony’s new technique, 
which uses chemical vapour 
deposition, wor ks at temperatures 
lower than 400“C- The company 
plans to introduce LCDs using the 
technology in the autumn. 

Sony UK UK tel (0)1932 816000; 
fax (0)1932 817000. 
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Robots fight for a role 

Tony Jackson looks at the US industry in a continuing series 


The US robotics 

industry enters tha 
latter part of the 
1990s in figh ting 
form. In the first 
■ nine months of last 

year ’ producers 
f y ■' smashed previous 

mm records for both 

orders and ship- 
ments. Clearly, says 

at wowt the trade body the 
Robotic Industries Association 
QUA), 1995 was the best year ever 
for the industry. 

A striking statistic is offered by 
ABB, the Swedish-Swiss engineer- 
ing group which claims to be the 
biggest US supplier of robots. In 
1990, there were almost 55,000 
robots installed in Japan and 3,000 
in the US - a ratio of 15 to one. By 
1994 the figures were 9,000 and 5£00 
- a ratio of 1.7 to one. 

On closer inspection, the underly- 
ing trend is less clear. The slump in 
Japan results from the bursting of 
the bubble of the late 1980s. a period 
which saw heavy capital invest- 
ment by Japanese manufacturers. 

Similarly, today's demand for 
robots in the US is part of a broader 
surge in capital spending by US 
industry. This reflects a revival in 
confidence amon g US manufactur- 
ers as their global competitiveness 
has improved. But it also owes 
much to the upturn in the economic 
cycle, and may prove unreliable. 

The US still falls a long way 
behind most advanced economies in 
its use of robots. In 1994, the US had 
33 robots installed for every 10.000 
industrial workers. In Germany and 
Italy, the figure was more than dou- 
ble that In Sweden it was nearly 
triple. In Japan it was higher by a 
factor of 10. 

The obvious question is whether 


the sharp rise in US demand - up 26 
per cent in both 1993 and 1994 - 
represents catching up. Comparison 
with machine tools, a metre mature 
and established market, suggests 
not Demand for both robots and 

maphrntf tools IS cyclical; and in the 

boom years 1993-94, the machine 
tool market grew slightly faster - at 
30 per cent a year - than robots did. 

The nwrt question is why the US 
lagged behind in the first place. For 
Dan Vincent executive vice-presi- 
dent of the R1A, the chief reason is 
a familiar one: the alleged short- 
tennism of US capitalism. 

“It can be tagged to management 
philosophy on the pay-back on 
investment,” he says. “The style is 
that you need a quick return. In 
other countries, you’re allowed to 
be more patient” 


accuracy." 

Armbrust agrees. “People had 
some bad experiences. The conqx> 
nent suppliers we used at that time 
weren't reliable enough. That has 
changed now.” 

An important result of this false 
start was that domestic producers 
faded from the scene. At the start of 
tiie 1980s, Vincent says, any number 
of big US manufacturers were inter- 
ested in robotics. “Westinghouse. 
Bendix. General Electric and IBM 
were all robot manufacturers. They 
believed it would be a S2bn (£1 JSbn) 
industry by 1990.” The actual figure 
was a quarter of that They all got 
out 10 years ago.” 

Says Armbrust “The R&D invest- 
ment required to duplicate the 
human arm and body is incredible. 
You need scale far that” Now, at 


As for applications, the chief question 
is how far the robot can transcend 
its origins in the car industry 


Richard Armbrust head of ABB's 
US robotics business, points to a 
rfffforont and perhaps more funda- 
mental reason. “It's true that robots 
are a more acceptable means of 
manufacturing elsewhere.” he says. 
“But there's a more available work- 
force here. It's a reflection of the 
cost of labour." 

Another reason is rooted in his- 
tory. The early days of robotics in 
the US were characterised by ill- 
founded optimism. “In the early and 
mid-1980s, ” Vincent says, “some 
companies thought robots would 
bring on a new industrial revolu- 
tion. They aimed at very sophisti- 
cated irmfprifllj: handling painting 
and arc welding, before the technol- 
ogy had developed to that degree of 


least 70 per cent of the US market 
for robots is supplied by imports. 

From Vincent's viewpoint, robots 
have become a commodity. The 
remaining US lead, he says, is in 
software development The success 
stories in robotics,” he says, "are 
based on buying systems which 
work." 

As a leading producer of the hard- 
ware. Armbrust unsurprisingly dis- 
agrees. “Robots might seem a com- 
modity in certain applications," he 
says. “But the technology itself 
keeps on going. A robot is still an 
extremely complex piece of machin- 
ery which requires gears, motors 
and bearings to act like human 
arms and legs. We have still got a 
long way to go.” 


As for applications, the chief 
question is how far the robot can 
transcend its origins in the car 
industry. Car makers and their sup- 
pliers still account for more than 
half the robot market in the US. 
Since this is a fickle and cyclical 
industry, it is plainly in the inter- 
ests of robot makers to diversify. 

Armbrust is hopefuL Most of the 
industry's growth, he says, is out- 
side the car industry. It is based, 
above all, on product differentia- 
tion. In the car industry, he says, 
the original impulse to use robots 
came from the decision to have a 
dozen models, or 15 different paint 
jobs, or a series of different welds, 
all on the same production line. The 
same impulse will now apply in 
other consumer goods: in food, 
drinks, furniture or white goods. 

These industries, he says, have 
historically been characterised by 
high-volume runs of single prod- 
ucts. That is now chang in g . As con- 
sumers become more demanding, 
product lines become more diverse. 

This affects not just production, 
but packaging and shipping. Think 
of the things, he says, which gro- 
cery stores now buy in big contain- 
ers with a large number of different 
items. These are the things which 
robots can make and pack. “Over 
the next 10 or 15 years, we see that 
as being as important as the auto 
industry as a source of growth.* 1 

Perhaps. But the central issue 
remains: that robots are a justifi- 
able expense only when they cost 
less than the humans they replace. 
Over the past 20 years, the average 
hourly wage of US industrial work- 
ers has declined in real terms, 
together with their job security and 
welfare benefits. Only when that 
trend has decisively reversed will 
robots come into their own. 


Phones 
for the 
deaf 

W hen Alexander Gra- 
ham Bell invented the. 
telephone in 1876 he 
was trying to make a hearing 
aid for his wife. Now a combina- 
tion of modern technologies Is 
being used to develop a new gen- 
eration of telephones for people 
with hearing disabilities. 

Researchers at British Trie- 
communications, and the Uni- 
versity of Essex are working on 
a system that will enable two 
deaf people to nsc sign language 
over the telephone . 

The system uses a personal 
computer equipped witha video 
camera and nrf- ry<ft g 1 ^itVui 
software. The latter is used to 
store a database of sign lan- 
guage as visual images. A deaf 
person sits In front of the PC 
and the camera records their 
signings, which are digitised . 
and read by the computer by 
comparing then* with the stored 
images. The Information is then 
transmitted by phone and the 
signings displayed on the second 
caller’s PC screen. 

It win probably be a few years 
before the system becomes com- 
mercially viable. 

A similar system was unveiled 
recently by Hitachi, the Japa- 
nese electronics group, involv- 
ing an ambitious combination of 

video telephony, speech recogni- 
tion awH automatic translation 
technologies. The signings are 
compared with those stored cm a 
database, converted into Japa- 
nese text and translated tote 
English text The other caller 
sees a video image of the deaf 
person on their PC screen, along 
with a text message. 

Meanwhile, less sophisticated 
systems are already to use. For 
instance, since 1990. BT and the 
UK's Royal National Institute 
far Deaf People have been oper- 
ating Type talk. 

The spoken wtads of a caller 
to a deaf Typetalk subscriber 
are typed by an operator. The 
words then appear on a special 
Textphone, which has a liquid 
crystal display screen and key- 
board. The deaf person may 
reply by speech or typing a mes- 
sage which can be read by the 
operator to the caller. 

George Cole 


REAPING THE FRUITS OF SUCCESS 
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GUIDED BY 97 YEARS OF EKPRRIEKCE AND THE MOST 
SOPHISTICATED BANKING TECHNOLOGY, NBE RENDERS 
A HOST OF SERVICES THAT EXTENDS BEYOND JUST BANKING 
TO COVER INVESTMENT TRUSTEE, PORTFOLIO MANAGEMENT, 
LATEST PERSONAL SERVICES, AND INSURANCE. 

THUS, NBE RANKED FIRST AMONG EGYPTIAN BANKS RECORDING; 


TOTAL FOOTINGS 

TOTAL DEPOSITS 

TOTAL LOANS AND INVESTMENTS 

SURPLUS AVAILABLE FOR DISTRIBUTION 


L.E.67 BN. 
LE.33BN 
L.E.25.3 BN 
L.E.80 MN. 


Italferr-sis. t.a.v., 
from design 
to implementation 
or modern rail 
transport systems 


Italferr-sis. t.a.v. is the engineering company ' 
of Ferrovie deflo State S.p_A_ 

The FS holds 95% and Banco Ntjzionale-deile 
Gomunicazroni 5% of the Company's stock. 

The Company has a vast and - valuable expe- 
rience in Italy and abroad to ihe design and 
construction of surface and underground 
railway systems. 

The technical assets of the FS and its drive 
towards innovation impelled by constant com- 
pqnspnvrith the mprket, enable the company 
to operate successfully wherever autonomy of 
cicfion and entrepreneurial capacity are requi- 
red. 

Always committed to the development of cod- 
ventionaJ railway systems,, it is today pratago- ■’ 
mst'in the most ambitious Kalian infrastructure - 
project, the High-Speed System. 

Byusingghighiy qualified human resources, 

Hal terr-sis. 1 .° . y. a h a position to act effecti- 
vely in dff me technical and organisational 
components or a complex railway system. 


NATIONAL BANK OF EGYPT 


III 


Proven Competence In A Chan gin g World 


Head Office: National Bank Of Egypt Tower : 

1187 Comrche El Nile . Cairo P.O, Box 11611 Tel . 5749101 Fax 762672 Tlx. 20D69 NBE UN 



ftqfferr^s. Lav. offers a complete range ctf 
se^Tcescovenng all aspects of a modent. ’’ . 
railway system: development plans, rqifacy .. 
and transport systems preliminary and Ibid 


mpao studies, overseeing and supervision of 
works, project management, studies of innov • 
vaftve 'systems and riew technologtes; type' • " 
approve! procedures and quality plans.* 1 .- 
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ERITREA 

Proud, principled 
and impoverished 

Eritrea is now encouraging the private sector and seeking 
foreign investment in mining, fishing and tourism, as it wages 
war on poverty, report Michael Holman and Michela Wrong 


A librarian might seem an 
unlikely hero of Eri- 
trea's 30-year war for 
independence. No more sur- 
prising. though, than to find 
energetic septuagenarians 
rebuilding the country’s main 
railway line. Or to discover 
government ministers who 
shun pomp and ceremony. Nat 
to mention a foundry where 
Soviet-made tanks will be 
turned, if not into plough- 
shares, at least back into steel, 
in a capital whose streets are 
safe to walk at night 
But then nothing on the Afri- 
can continent prepares the vis- 
itor for Eritrea, as US diplo- 
mats discovered when they 
returned in 1991 to Asmara, 
capital of a bout-to- be-in depen- 
dent Eritrea. 

In the city abandoned by 
their consular predecessors 
some 20 years earlier, as the 
Eritreans' war with Ethiopia 
intensified, they were aston- 
ished to find that the US Infor- 
mation Service (Uslsi library 
was atm fully functioning, 

The same books, though 
somewhat worn, were on the 
shelves. The same card index 
system, with loans meticu- 
lously registered, was still in 
operation, and hardly a volume 
had gone missing. And the 
same librarian was still in 
charge. Although no longer 
paid by Usis. he had stuck 
indefatigably to bis post, exist- 
ing on a small stipend from the 
city authorities. 

Proud, principled and impov- 
erished. Eritrea is virtually 
without peer in Africa as it 
pursues its own model of devel- 
opment and vision of democ- 
racy. 

President Isaias Afeworki’s 
People's Front for Democracy 
and Justice (PFDJ). having 
won the war against Ethiopia 
when the regime of Mengistu 
Halle Mariam collapsed in 1991, 
and then secured a 99 per cent 


vote for independence in a UN- 
supervised referendum in 1993, 
now seeks an alliance with pri- 
vate capital in the battle 
against poverty. 

"Never kneel down" is the 
national motto, adopted during 
the war years, when the near- 
friendless Eritrean People’s 
Liberation Front - as the PFDJ 
was then known - was 
snubbed by the west and under 
constant attack by the 
Moscow-backed Ethiopian 
forces. Its peacetime slogan, 
however, could well be "sweat, 
not debt", as the government 
strives to retain Its inte g r it y 
while attempting to tap the 
country's considerable 
resources: a wide range of min- 
erals, including the likelihood 
of oil under the Red Sea, huge 
fish stocks, and the enormous 
tourist opportunities provided 
by hundreds of white-beached, 
reef-protected islands and his- 
toric inland sites. 

If the resolve that helped win 
the war is directed into rehab- 
ilitating the economy. Eritrea 
can hardly fail. Certainly the 
country deserves to succeed, 
emerging favourably from 
almost any comparison with 
the rest of Africa. 

It receives a fraction of the 
aid that goes to Kenya "- one of 
the largest recipients of assis- 
tance on the continent, and 
whose per capita income is 
more than double Eri- 
trea's - but is almost free of 
that country’s endemic corrup- 
tion. While poorer than neigh- 
bouring Ethiopia - Itself one of 
Africa's most impoverished 
countries - there are none of 
the beggars and street urchins 
who pester visitors to Addis 
Ababa, the capital. 

Like Sudan, Eritrea's 3m or 
so people are equally divided 
between Christian and Mos- 
lem. But unlike its neighbour, 
which is led by an extremist 
Islamic military regime, reli- 


gious differences do not help 
fuel a civil war. 

And when Eritrea's army 
won its war for independence, 
demobilised fighters handed in 
their weapons. Weapons were 
not sold to criminals, or 
stashed in expectation of fur- 
ther political conflict, as has 
happened in southern Africa. 

Perhaps most striking of all. 
there is no sign of the aid-de- 
pendent culture common to so 
many African states. 

While relations with the 
World Bank and the Interna- 
tional Monetary Fund are cor- 
dial, the use of expatriate 
experts and consultants is not 
encouraged. “The leadership 
has been in the countryside, 
they know the people, they feel 
their heart-beat," says Mr 
Haile Wol dense, finance minis- 
ter. "We cannot accept that an 
expert comes here for a few 
days and dictates terms. We 
must be the owners of our own 
programme." 

Non-government organisa- 
tions are thin on the ground, 
and refused the near -autono- 
mous status they enjoy in 
some African countries. Last 
year, the government expelled 
two W orld Food Programme 
(WFP) workers and two USaid 
officials, deemed to have 
stepped out of line. 

T he government is also 
determined to keep 
international borrowing 
to a minimum , although enjoy- 
ing the unique position of hav- 
ing almost no external debt 
- Ethiopia assumed responsi- 
bility for all external loans 
when Eritrea became Indepen- 
dent And so when told that 
foreign contractors would 
charge $200m-$400m to rehabil- 
itate the 117km railway 
between the Red Sea port of 
Massawa and Asmara, the gov- 
ernment decided to do the job 
itself. Thousands of sleepers 



Asmara: Eritrea's peacetime slogan could wed be ‘sweat, not debt' as the government strives to retain its integrity whtfe attempting to tap the country’s considerable resources 


which bad been dismantled 
and used to strengthen 
trenches during the war were 
recovered. Steam engines rust- 
ing in hangars are being pains- 
takingly renovated, and rolling 
stock repaired. All this is tak- 
ing place under the direction of 
grizzled railwaymen, trained 
under Eritrea’s Italian colonis- 
ers, who responded with enthu- 
siasm when summoned out of 
retirement 

Whether this pull-yourself- 
up-by-your-own-bootstraps 
approach to development will 
find favour with the foreign 
investors Eritrea now seeks, 
remains to be seen. While 
admirable in many respects, it 
is also very slow and time-con- 
suming, and may well test the 
patience of investors already 
likely to be frustrated by the 
practical problems of doing 
business. 

War left the country's econ- 
omy shattered, its infrastruc- 
ture devastated, and the indus- 


trial base created during the 
Italian era in urgent need of 
new plant and equipment 

If tourism is to succeed, 
hotels must first be built or 
renovated. If the subsistence 
agriculture that currently pro- 
vides a living for 90 per cent of 
the people is to increase pro- 
ductivity, and reduce Eritrea's 
chronic annual food deficit of 
some 300.000 tonnes of grain, 
country roads must be 
improved, better inputs sup- 
plied, and irrigation schemes 
introduced. 

Yet without aid and commer- 
cial loans, albeit on rigorously 
scrutinised terms, it is difficult 
to see where the funds will 
come from. 

Certainly, Eritrea does not 
have tiie finance. The coun- 
try's main source of foreign 
exchange today is the $75m or 
so annu al inflow in the form of 
remittances from the half mil- 
lion of its citizens living 
abroad. (A further 500,000 still 


live in Sudan, where they took 
refuge during the war). 

One of the constraints on 
borrowing will be lifted later 
this year, when Eritrea 
replaces the Ethiopian Birr 
with its own currency, the 
Nacfa. This will allow the gov- 
ernment to control money sup- 
ply, interest and foreign 
exchange rates, currently 
largely determined by the Ethi- 
opian authorities. 

On the political front, the 
government has successfully 
handled one of the most sen- 
sitive of post-war issues -the 
phased demobilisation of 60 per 
cent of the 95,0006trong army. 

But a fresh challenge now 
has to be confronted: making 
the transition from what Is an 
all-powerful one-party govern- 
ment, run by an 13-member 
executive committee chaired 
by Mr Afeworkl, to a 
multi-party system. 

Part of this process requires 
the PFDJ to disentangle its 


finances from those of the 
state, a complex business 
which involves allocating 
everything from military weap- 
ons captured by the guerrilla 
army, to the assets of the Red 
Sea Trading Corporation, origi- 
nally created by the party in 
the 1970s. 

Agreeing that the tanks not 
destined for the rehabilitated 
foundry in Asmara, which will 
turn military scrap into steel, 
should become the property of 
the national army is straight- 
forward. 

Deciding on the allocation of 
the assets of the Corporation 
- and keeping its operations at 
arm's length from the govern- 
ment- will be more difficult, 
and many businessmen in the 
nascent private sector express 
concern about unfair competi- 
tion from a state-favoured 
operation. 

Nevertheless, t here must be 
a danger that the PFDJ will go 
the route of other parties in 


Africa and elsewhere: parties 
which once have i-moyett total 
power, end up ossified, unre- 
presentative. and autocratic. 

The new const ilu lion, cur- 
rently being drafted, will guar- 
antee freedom of the press, 
assembly, and competing par- 
ties. President Alewerki points 
out. although it is hard to 
detect any significant opposi- 
tion to the Front. 

Not that he believes its days 
are numbered: “If you're 
looking in terms of five or lu 
years, you will be disap- 
pointed. Given our circum- 
stances. the Front will con- 
tinue to be dominant for 
several years to come." 

Given Eritrea’s grim legacy, 
its challenges are formidable. 
But thirty years ago most 
observers doubted that Eritrea 
would even win its war for 
independence. Who is to say 
that Eritrea will not again sur- 
prise the world as it seeks to 
liberate itself from poverty? 
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The Bank of Eritrea 

From the ruins of Caserma Mussolina (Mussolini Prison), the Bank of Eritrea, the central bank of the State of 
Eritrea, is forging through its way to the great challenges ahead. In line with vision of the State as set in the new 
macroeconomic policy, to convert Eritrea into a centre of business and trade, the Bank has so far achieved the 
following, within the framework of liberating the economy: 



JBADE 


1. The requirement to declare foreign exchange holdings at point of entry or exit from Eritrea by both 
residents and non-residents has been removed. 

2. Foreign exchange is availed easily for the importation of goods and services and the extensive negative 
list has almost been eliminated. 

3. Export goods were subjected to rigid price controls. This practice is no more required and exporters can 
now retain up to 100% of sales proceeds of their goods in foreign currency accounts. 

4. Importers are permitted 10 obtain credit from their suppliers if they can avail them better terms and 
conditions than the local banks. Importers are also no more required to arrange insurance for their goods 
with a local insurance firm. 

5. All impediments for the transfer of royalty, parent rights and capital disinvestment have been removed 
and bureaucratic procedures simplified. 

6. The goal of the Government is to attract local and foreign direct investments into Eritrean in all sectors 
of the Economy without discrimination. This is fully supported by the Macro- Economic policy & 
sectoral legislations which include globally competitive and attractive tax regimes already implemented. 


DEVELOPMENT OF 


IJUI! 


C FINANCIAL SYSTEM 


The Bank has scored substantial progress in the sphere of institutional restructuring through conducting in- 
depth appraisal of the existing legal, regulatory and policy systems in order to identify and eliminate or scale 
down impediments and gaps. Evaluation of the capacity of the financial institutions and identification of 
their various limitations has also been concluded. Moreover intensive efforts are underway to draw a strategy 
for the development of a sound financial system capable to promote a sustainable and stable economic 
growth in Eritrea through the introduction of monetary programming techniques for the achievement of 
economic target in terms of inflation, balance of payment equilibrium and monetary survey analysis 
mechanisms which can be used to effectively monitor fluctuations in exchange rates, interest rates and 
inflation, in particular and for the evolution of a monetary policy, in general. 


HUMAN RESOURCE 

In the light of the total neglect during the past thirty years resulting in a serious lack of trained and 
experienced technocrats, an intensive survey has to be conducted on the actual human resource conditions of 
the financial institutions which has ascertained the need for the recruitment of employees with a sound 
academic background for whom, together with the existing staff members, a continuous inhouse and external 
training programme is being implemented for the short and medium temas. The survey has further prompted 
for a feasibility study to be undertaken on whether or not the establishment of a Bank Training Centre is the 
best option in the long term. The preliminary outcome has confirmed the relevance of such an institution and 
more work is therefore being made on the idea. 


PO Box 849, Asmara, Eritrea 
Tel: +2911 123033-36 Fax: +2911 123162 
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■ The economy: by Michael Holman 


Grim legacy 
of conflict 
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PO Box 891 
Asmara, Eritrea 

Telephone: 291 1118400 
Facsimile: 291 1 126745 


OBJECTIVES:- 


Go first for clients satisfaction 

Optimise available resources wisely - 

Transport commodifies safely 

Reach delivery points timely 

Avoid unnecessary cost and inconvenience 

Negotiate and solve problems amicably 

Serve all clients equally 

Hold on for new markets 

Obtain good reputation 

Revolutionise and modernise 

Neutralise transport tariff 


Resources 


A highly qualified, committed and dedicated 
working force 

Reliable and strong long-haulage fleet 
Effective radio communication network 
Richly equipped organised workshop and stores 
Mobile workshop and crane units 
Organised truck owner as sub-contractors 


Services 


Transporting 

Import and distribution of Pirelli Tyres 
Import and sales of Mercedes spare parts, 
equipment Germany made water pumps, 
generator sets, new and used trucks etc. 
Sale of fuel and car washing 
Crane hiring 


GO! TRANSHORN 


The government is 
planning to 
replace the birr 
with an Eritrean 
currency 

Mr Tefcie Beyene enjoys what 
is surely a unique position 
among c ent ral bank governors. 
The imposing, white-washed, 
fortress-like building in 
Asmara which be now occu- 
pies was once a jail, and Mr 
Beyene one of Its prisoners. 

Today it is Eritrea's central 
bank, and Mr Beyene's office is 
directly above the former 
prison cells In which he was 
once held, in the days when 
Eritrea was a subjugated prov- 
ince of Ethiopia. 

Together with Mr Haile Wol- 
dense. the finance minister, he 
is now one of the key figures in 
Eritrea's battle against 30 
years of underdevelopment, a 
struggle almost as formidable 
as the guerrilla war itself. 

Both men speak the same 
economic language, promising 
a leaner, more efficient civil 
service, stressing the impor- 
tance of the private sector, and 
while welcoming assistance 
from the World Bank and other 
lenders, determined that Eri- 
trea’s development strategy 
shall be “home grown". 

But although Eritrea has 
achieved political indepen- 
dence friim Ethiopia, the leg- 
acy of Africa’s longest-running 
conflict is grim - 100,000 lives 
lost, a shattered economy, and 
a million-strong diaspora of 
Eritreans abroad. Furthermore, 
the government is still not 
fully in charge of the economy. 

The Ethiopian birr is stm the 
Eritrean currency, and critical 
issues such as money supply 
and interest rates are still 
determined in Addis Ababa, 
capital of Ethiopia. 

Foreign exchange rates are 
also set by Addis Ababa, 
although the central hank hi 
Asmara exercises some auton- 
omy, offering a preferential 


HIDCO-HOLDING MANAG1 


HIDCO-HOLDING MANAGEMENT SELECTED A GROUP OF AMERICAN EXPERTS AND 
INVESTORS TO IMPLEMENT ITS OBJECTIVES AS WELL AS TRANSFERRING THE 
NECESSARY TECHNOLOGY AND CAPITAL TO OUR COUNTRY. 

WORLD FARM GROUP LTD-USA. 

49% JOINT VENTURE PARTNERS IN OUR 

FAPRO-DAP-PROJECT ; : 

ANDERSON ASSOCIATES INTERNATIONAL 
CONSULTANTS & OPERATION PARTNERS TO 
HIDCO-HOLDING MANAGEMENT. 

AMERICAN IRRIGATION PRODUCTS INC. 

SUPPLIERS OF FARM MECHANIZATION & DRIP SYSTEMS 
TO HEDCO’S GIT-UNIT. 

IRRIGATION COMPONENTS INTERNATIONAL INC. 
SUPPLIERS OF CENTER PIVOT IRRIGATION SYSTEMS 
TO HIDCO’S GIT-UNIT 

For more information please call 

HIDCO-HOLDING MANAGEMENT. 

THE TECHNOLOGY TRANSFER PEOPLE 
ON TELE - 291-1-12-62-24 f 12-61-08 
MODEM - 291-1-12-61-68 
ASMARA-ERITREA 

OR CALL OUR USA 
JOINT OPERATION PARTNERS, 

ANDERSON ASSOCIATES INTERNATIONAL, 

TELE - 805-633-5404 / 805-633-5405 FAX - 805-633-5408 


THE TECHNOLOGY TRANSFE 


HOUSING BANK OF ERITREA 

... ready to finance variety of construction 
projects in Eritrea: 

• Residential Housing Projects 

• Office and Commercial complexes 

• Factories, Storage Depots and Garages 

• Full Service Banking Facilities 

... Get in touch with us. 

You will be glad you did! 







Contact ns at: 

P.0 Box 235 

Asmara 

ERTTREA 

Telephone: 291 1 120350 
Fax #: 291 1 120401 


rate for the remittances from 
Eritreans abroad. At some 
575m a year, they are the coun- 
try’s largest single source of 

foreign exchange. 

All this Is set to change later 
this year. The government is 
planning to withdraw the birr 
from circulation and replace it 

with an Eritrean currency. 

likely to be called the Nacfa, 
after the northern highlands 
redoubt which was the guer- 
rilla headquarters. 

Until then, however, the Eri- 
trean economy is not suscepti- 
ble to conventional analysis, a 
task made even more difficult 
by poor statistics. 

What the country does have, 
however, are assets which 
could together transform its 
rudimentary economy, domi- 
nated by subsistence agricul- 
ture and diaspora remittances. 
First is a remarkable sense of 
purpose, bora during the war, 
which is now being channelled 
Into economic reconstruction. 

Eritrea is also unique among 
developing countries in not 
having an external debt Ethio- 
pia accepted all foreign bor- 
rowing liabilities when ceding 
independence in 1993. 

Finally. Eritrea has four 
resources which could help 
reshape the country's fortunes; 
a wide range of minerals, 
including gold; an unspoilt 
coastline with ■ hundreds of 
islands, which together with 
inland sites of historical inter- 
est could provide a thriving 
tourist sector, coastal waters 
which can yield a rich fish har- 
vest; and the possibility that 
oil might be found under those 
same Red Sea waters. 

For the foreseeable future, 
however, agriculture will 
remain the bedrock of the 
economy, with 7D-SO per cent of 
the 3.5m population depend for 
their livelihood on the sector. 


President Isrnas Afeworki, who 
as secretary -general of th t 
Eritrean People's Liberation 
Front led ftis country to victory 
m the guerritla tear for 
independence from Ethiopia, 
talks to Michael Holman and 
Michela Wrong. 

Question: Should oil be 
discovered, might it prove a 
corse rather than a blessing, 
undermining the qualities of 
self-reliance? 

Answer: We've signed • 
prospecting and exploration 
contracts; one day well . 
probably find oQ offshore. And 

mining , fi s hing arid tOUriSm 

also have great potential- But 
we are not going to follow the 
example of Angola, or Nigeria 
- we will Invest in human 
resources, and we will also' 1 
use these assets to rebuild a 
destroyed infrastructure. 
Given Eritrea’s poverty, as 
well as your strategic location 
in the Horn of Africa, are you 
disappointed by the level of 
aid received? 

It Is both good and bad. Bad 
because the international 
community has hot provided 
us with the aid we badly need; 
good, because In my 
experience if you need 
something and no-one is ■ 
giving it to you, you struggle 
even harder to do it on your 
own. 

But I am quite sure the 
international community will 
eventually recognise that 
Eritrea deserves the aid that 
is squandered elsewhere. 

■ Is the way you have decided 
to rebuild the railway line 
between Asmara and Masawa 
an illustration of your 
approach to development? 
Exactly. Consultants 
estimated that it would need 
more than $400m: well beyond 


our reach. So what do you do . 
-give up hope? Or sell the 
whole thing as scrap to a-.: 
Saudi company, which- we . 
considered? ’ 

Instead, we found people . * 
who had worked on the: line, 
old people between 60 and TO . 
who bad been trained to do' 
every thing on their own. 

We want to their workshops 
- there was only one part of 
the train that had to be 
manufactured abroad - they 
had a design shop, a smelter, 
and they could manufacture 
just about every part of the 
railway system. 

So we decided, what do' we. 
need outside help fox? 

. Many of the older workers 
were living on food aid, they 
had no pensions. One old man 
told me: |We were blaming. A 
you for being distracted by 
artificial things.’ Hie was . - . 

talking about the train Kfce 

his cattle; It is milk, it Is - 

fodder, it is meat for me. For 
those who do not understand ' 
this, it Is scrap, but for me it 
is a living thing. You were 
going to sell it as a dead body, 
now you are giving It life 
again.’ 

What is tiie role of the private 
sector? 

We want it to be the engine of 
development - the problem is 
that we did not inherit a 
working private sector, and 
we are now trying to create an 
environment in which it will ■ 
develop and flourish, in 
partnership with foreign 
investors. 

Is your relationship with the 
World Bank and the IMF a ■ 
cordial one? 

The Rank and the Fund often 
get blamed far the way they ' - 
handle Africa, but ultimately 
the responsibility falls on the 


shoulders ofthe'govemmenfs 
themselves. .. 

The first thing we did was .. 
: to ask for time to appraise our 
&rciipwtari . 

and needs. We sai d we wifi do 
our homework on our own. No 
resources have been misused 
or abused, arid'we have very 
cordial and practical" relations 
with the Bank add the Fqnd; 
How serious is the strain in 
relations wlfo 'Sudan?. 

It has never been a serious ■ 



President AfawrtL 'one day wal' 
probably Aid ofl of fshore' 

military threat - small sorties, 
r n i pi pg and killing across the 
border - rt just serves to 
consolidate national feelings: 

They have not read history. 
Christianity has been here for 
15 centuries; it is a very ' 
complex and very solid society 
that cannot be weakened from 
outside. -Their calculation that 
they can win 50 per cent of 
the population over simply 
because they are Moslems; 

. and do the same in other 
countries, is very foolish. ' 

The Khartoun regime is a 
blessing In disguise, for it will 
show people' once and for all' ■ 
in this region that this form of 
Islam will not work, and never 
again will a regime use Islam 


as a means to destabilise a 
country. 

Yemen's recent claim to the 
iwhmd of-Greater Hanish: is 
speculation about possible oil 
reserves in the area at the 
root of this? 

It as a surprise to us. 
'Historically, these islands 
' were under the jurisdiction of 
the Ottomans. In the 1920s the 

Torbs relinquished their title 
and the Italians took over. It 
was then part of Ethiopia, as 
were other islands in the 
archipelago, used as a 
stepping stone for the EFLF 
when it attacked. 

Yemen’s decision to send 
troops is tantamount to 
occupation. We do not accept 
it Hie question of l egitima cy 
will have to be settled legally 
by international arbitration- If 
it was proved that they were 
Yemeni, we would abide by it. 

What are the prospects for 

multiparty politics in Eritrea? 
It’s not going to be an easy 
transition. Our job now is to 
create the conducive climate 
for multiparly ism. But we 
must heed the lessons of the 
past The war for 
independence took 30 years, 
but 15 years were lost through 
internal division. 

We learnt from that 
experience. Are we going to 
allow parties based on tribes, 
or religion, Christians versus 
Moslems? Obviously not. But 
any party that represents a 
cross-section of society is 
acceptable. 

The Front is committed to 
democracy, but it takes a long 
time to establish. If you’re 
looking in terms of five or 10 
years, you will be 
disappointed. Given our 
circumstances, the Front win 
continue to be dominant for 
several years' to come. 


Investments by Michela Wrong 


Complaints about sleaze are rare 


The aim is to lure 
foreign investment 
into the mining, 
oil, tourism and 
fisheries industries 

i The foreign investor trying to 
clinch a deal tn Eritrea may 
experience many things, but 
the knowing wink and out- 
stretched palm common to so 
many African encounters are 
unlikely to be among them. 
Irritation? Maybe. Exaspera- 
tion? Possibly. But corruption? 
Almost never. 

The sense of high moral pur- 
pose that sustained the Eri- 
trean People's Liberation Front 
(EPLF) throughout its solo 
straggle against Ethiopia has 
now been carried through to 
the job of government. Visitors 
may folminate against bureau- 
cratic delays In a country 
whose laws are still being 
drafted, but complaints about 
sleaze are a rarity. 

“They have created a climate 
where If a businessman tried 
to pay a bribe, he wouldn't be 
able to do business,” says Mr 
Robert Houdek. the US Ambas- 
sador. “They know what an 
asset they have In establishing 
a reputation for cleanliness 
and they’re going to work hard 

to maintain it-" 

A reputation for probity will 
do no harm as the government 
pursues its vision of an export- 
driven, private sector-led boom 


that will resuscitate what was 
once Ethiopia's industrial 
heartland and provide jobs for 
thousands or returning refu- 
gees and demobilised fighters. 

The aim is to lure foreign 
investment, particularly from 
the- Middle East, into tite -Oil, 
mining, tourism and fisheries 
industries. To that end the gov- 
ernment pored over legislation 
drafted by rival Asian and Afri- 
can countries before producing 
its own investment blueprint. 

“We tried to work out why 
some had failed to attract 
Investment and others had suc- 
ceeded." says Tekie Beyene, 
governor of the central bank. 
“We had to polish and re-polish 
and re-polish." 

After 16 drafts, a first code 
was drawn up in 1991, offering 
a range or tax holidays. But it 
was judged over-complicated 
and in 1994 the code was dras- 
tically streamlined, cut to half 
its original length. 

It now sets nominal levels of 
import duty and sales tax and 
exempts exports from duties 
altogether. Licensing Is simpli- 
fied, repatriation of profits 
guaranteed and protection 
from state seizure promised. 

The code also establishes a 
“one-stop” investment centre 
which smoothes the path for 
potential Investors by Issuing 
visas at the airport and doing 
the administrative legwork. 
Combined with petrol and min- 
ing codes offering special tax 
concessions, it represents what 


minis ters cl aim to be the most 
liberal investment legislation 
in Africa. 

Complex land ownership leg- 
islation has been re-drafted 
and the cumbersome tax col- 
lection system has -been simpli- 
fied. The state now owns all 
land and leases it out Big com- 
panies assess their own taxes; 
a standard level is set for 
smaller companies. 

Despite such encourage- 
ments, new investors would do 
well to take the long view. 

Infrastructure, much of it 
untouched since the Italian 
colonial era or shattered by the 
war. remains a big problem. 
Although extensive works are 
in progress, the road network 
is small and in poor condition 
and the absence of a domestic 
airline dooms travellers to long 
overland treks. The patchy and 
primitive telephone system is 
to be modernised next year. 

The government has applied 
for loans to build generating 
plants that would nearly dou- 
ble megawatt capacity for 
Asmara and Massawa but in 
the meantime there is a seri- 
ous shortfall between supply 
and demand. Energy costs are 
high and, until Eritrea has 
established whether it has oil, 
fuel will have to be imported. 

For those aiming at a local 
market, Eritrea's population, 
at 3J5m. is tiny and with per 
capita incomes among the low- 
est in the world, its spending 
capacity minimal. 


In spite of such- disadvan- 
tages, tiie Trade Ministry has 
already seen a satisfying surge 
in businesses - mostly small- 
scale import-export operations 
-applying for licences. 

In 1994. some 11,700 foreign 


enterprises and 7,000 domestic 
enterprises -applied for 
licences, compared to 16J.00 
that applied between Indepen- 
dence and 1993 and the 600 
enterprises operating before 
independence. 


AFRICAN MINERALS INCORPORATED (AMI) 

Africc*iM*wroklnco<poratod (AMlJwai founded to provide . . 
oxpkjrorflon end daveJopmont sorviow to fh« mining and energy 
teefoa in Eritrea. AMI welcomes burinesset interested in the 
exploitation of frftrecn mfnetab to contact u*. - 

If you want to oet hi touch with arrlndgenaui mining company that 
has an ihfimafe knowledge of the geology, minord resource* and 
cuftur* of Eriima. pteaia write or cot 

AFRICAN MINERALS ItKX. PO Bax 3508. Asmara , Eritrea 
Tefc 291 I 120280/120030, Fax: 291 1 120332 


Red Sea Trading Corporation 


] ‘Your International trading partner at the Horn of Africa’ 

! . " 

Who are we? 

RSTC is a pioneering international trading company based in Eritrea. The company is best 
known for procuring and providing durable and affordable commodities to the public. Clients 
include individuals, companies, ministries NGOs and local authorities. RSTC has set the 
standard for quality service at competitive prices. 

RSTC international trade experience focuses on the procurement of imported goods and 
export marketing requirements of strategically important sectors in Africa and engages in a 
wide variety of commercial transaction. RSTC works cfoseiywith other African importers and 
exporters and provides commercial representation services to foreign suppliers as they 
develop new business in the region. 

The company also encourages intra-African trade opportunities, where clients can take 
advantage of various effi dances and incentives available at regional level. Knowing that 
export earnings are vital to the economic growth of Africa and knowing that economic 
developments and co-operation efforts can create regional stability, these links will be 
vigorously persued and expanded. 

RSTC is preparing itself to accommodate for future expansion of trade with the outside World. 
The aim is to make RSTC service as a bridge between East African region, the Middle East," 
Europe, America, South East Asia and Africa. This has already resulted in establishing trade 
partners and outlets in four continents. RSTC trading partners in Europe is Eri commerce 
International Ltd, which is based in London and over the yeans has acquired expertise in 
international trade and is continuing to expand its varying activities. 


For further information please contact:- 


Red Sea Trading Corporation 
PO Box 332 

Ras Alula Street No 29/31 , 

Asmara, Eritrea 

Telephone: +291 1 127846. Facsimile: +291 1 124353 



Forthcoming 

1996 

Africa 

Surveys 


• Investing in South Africa 

• Banking and Investment in Africa 

• Ghana 

• South Africa 

• Morocco 

• Zambia 

• Uganda 

• Seychelles 

• Mauritius 

For further information bn advertising in any 
of the above surveys please contact: 

: Dafey Veeraslngham in London 
Tel: +44 171 873 3238 
Fax: +44 171 873 3595 
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Demobilisation; by Michela Wrong 
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ERITREA III 


The greatest challenge 


The PFDJ, arguing 
that it can neither 
justify nor afford 
an army of 95.000 
is ordering up to 
60 per cent of its 
fighters back 
to civilian life 

The bead of Eritrea's national 
demobilisation programme has 
good reason to know what a 
danger discontented fighters 
can pose. 

In 1994 be was held hostage 
at a rehabilitation centre out- 
side Asmara by disabled fight- 
ers who bad just been told 
their country no longer needed 
them. Troops were called in 
and in the resulting Qreflght. 
three handicapped fighters 
died, shot by their fanner com- 
rades-in-arms. 

“All of a sudden, people who 
had lost eyes and legs in the 
war were told, without any 
preparation, that they were 
being demobilised," says 
Amanuel Mehreteab, head of 
the Mitias reintegration pro- 
gramme. “The government 
mishandled it in terms of pub- 
lic relations.” 

It was an object lesson in 
how not to tackle the sensitive 
issue of demobilisation, proba- 
bly the greatest challenge the 
government faces today. 

The People's Front for 
Democracy and Justice, argu- 
ing that it can neither justify 
□or afford an army of 95.000, Is 
ordering up to 60 per cent of its 
fighters back to civilian life. 

In the process, it risks losing 
the support of the very people 
that put it in power, beating 
the Ethiopian army into sub- 
mission in the harshest of 
landscapes through 30 long 
years of privation and loss. 

"Demobilisation means put- 
ting tens of thousands of politi- 
cally aware, intelligent people 
on the street, which consti- 
tutes not just an economic but 
a political problem." says a dip- 
lomat. “At the same time the 
civil service Is being stream- 
lined and thousands of refu- 
gees axe returning from exile. 
So job creation really is a pri- 
ority." 

Mitias has tried to sweeten 
that pill with a staggered 
demobilisation. 

First to go were 28.000 fight- 
ers who had joined the Eri- 
trean People's Liberation Front 
i EPLF I recently, on the 
grounds that they would blend 



Disabled former fighters train as toll ore for chriEan He 


i Mono 


into civilian society with ease. 
Young men and women, most 
of them returned to their fami- 
lies and interrupted university 
courses. 

The second wave, involving 
veterans, has been more diffi- 
cult. Many joined in their teens 
and have no qualifications. 
The simplicity of life at the 
front, with its comradeship and 
moral certainties, is all they 
know. 

Cash-strapped Mitias has 
been trying to smooth a path 
for these men and women who 
served for decades without 
being paid and now leave with 
little more than a token sever- 
ance payment and “certificate 
of patriotism” to their names. 

About 1,500 have been set- 
tled on a cotton plantation 
near the Sudan border and are 
learning to Haim. Others an 
being trained as masons, 
plumbers, mechanics, tailors 
and typists. 

“Barefoot bankers" tour the 
country, offering small credits, 
encouraging fighters to pool 
their severance pay and form 
co-operatives or acting as guar- 
antors for banks hesitant to 
lend to individuals with no col- 
lateral. 

These initiatives, Mr 
Mehreteab admits, are dwarfed 
by the efforts to reabsorb its_ 
warriors made by a community 
which financed the war. 

At 58m, the level of foreign 


aid given to a project which 
the government regards as 
crucial has been 
disappointingly small. But 
Eritrea is fall of heartening 
tales of individual 
resourcefulness. 

Grey-haired veterans wave at 
each other from the steering 
wheels of taxis bought on 
credit. In government-owned 
hotels, shy young women, 
awkward in new uniforms, 
learn to wait at table. 

A new fish market run by 
women former fighters has just 
opened in Asmara. 

Other women guerrillas have 
poured their savings into 
textile and honey-making 
co-operatives or are retraining 
as carpenters and truck 
drivers. 


This group, which made up 
30 per cent of the EPLF's 
forces, is of most concern to 
the government. Treated as 
equals on the front, educated 
to ignore tribal and religious 
differences, women fighters 
return to a patriarchal, deeply 
conservative society. Their 
mixed Moslem-Christian 
marriages are rejected, their 
Independent ways regarded as 
suspect 

“In the field, women thought 
because their surroundings 
had changed, Eritrean society 
had changed,” says Askalu 
Menkorios. president of the 
National Union of Eritrean 
Women. “But we didn't touch 
the bedrock of society." 

If demobilised fighters are 
trying to learn to become 
civilians, civilians are also 
learning about the rigours of 
life in the field. 

The government, anxious not 
to allow the mood of solidarity 
to evaporate, has made 
national service obligatory. 

Returning exiles used to 
western comforts and those 
who stayed at home are sent to 
repair roads, plant trees and 
build Hams in an exercise the 
government is convinced will 
bridge the gap between the two 
communities and defuse 
possible resentments. 

The PFDJ faces an uphill 
struggle. But Mr Sebhat 
Ephrem, defence minister, 
believes the days when riots in 
the streets seemed a definite 
possibility are past 

“In 1992, things looked very 
bleak. But now oil, mining and 
fishing beckon and the future 
seems bright. Those outside 
the army are now better off 
than those inside, who are 
making money. Looking to the 
future I see complaints from 
people in the army, not 
problems with demobilised 
fighters.” 


PROFILE 


Asmara Brewery 


Operating at full throttle 


Order a beer in Eritrea and no 
one will ask which brand you 
want. You will be presented 
with a stumpy brown bottle 
of lightly fizzy lager without 
so much as a label. Such 
marketing niceties as a label 
are unnecessary when there is 
only one local beer. 

But if the Asmara Brewery 
eqjoys a national monopoly, 
it has oot achieved this status 
without its share of 
tribulation. The fact that 

locally-brewed beer is being 
served at all in Eritrean bars 
is thanks to the tenacity of a 
workforce that kept the plant 
operating through the second 
world war, occupation by 
Ethiopia's Marxist regime and 
three decades of guerrilla 
warfare, with only a two-year 
hiccup in production when 
circumstances proved too 
much. 

The brewery, now churning 
oat 60m bottles a year and 
regarded by the government 
as the showcase of its 
straggling parastaial sector, 
was founded in 1939 by Mr 
Melotti. a civil engineer who 
accompanied Italian troops 
sent to Mussolini's cherished 
colony. 

Nationalised in the 1970s by 
the Ethiopian authorities, it 
came to be regarded as a 
prime target by the Eritrean 
People's Liberation Front 
(EPLF) when it laid siege to 
Asmara, on the no doubt 
valid grounds that the 
Ethiopian army’s will to fight 
would be seriously dented 
once its soldiers were 
deprived of beer. 

“We used to try and try to 
shell the brewery from the 
Mils, " recalls Mr Johanes 
Beraki. a former EPLF fighter 
who now runs the capital's 


government-owned hotels. 
“We managed to hit 
everything around it, but 
□ever the brewery itself." 

Attempts were made to 
mine the five-unit complex, 
but the presence of 200 
Ethiopian troops posted 
around as protection had its 
effect. It was only when the 
guerrillas seized the port of 
Massawa, cutting off supplies 
of essential raw materials, 
that the brewery was forced 


yet we cannot even supply all 
of Eritrea," says Mr Fessehaie 
Tedla. the manager, a trained 
chemist “Demand is 
increasing every day." 

The brewery once supplied 
the whole of Ethiopia as well 
as exporting to Somalia, 
Yemen and Djibouti, but local 
needs have grown to the 
extent that it can no longer 
do so. “Asmara now 
consumes more than 100,000 

bottles every' night more 



The brewery is now churning out 60m bottles a year 


to close. 

Reopened by the EPLF four 
months after liberation, the 
brewery is now operating at 
full throttle, a profit-making 
venture whose activity acts as 
a barometer of the economic 
revival under way in Eritrea 
after decades of war- induced 
paralysis. 

As the construction 
industry grows rapidly and 
new businesses run by 
returning refogees and 
demobilised fighters open, 
demand for the beer has 
soared well above the 200,000 
hectolitres produced each 
year. 

“We have no holidays, we 
work seven days a week and 


than half our production, and 
there is demand from all over 
the country for more beer. All 
the towns in Eritrea complain 
they are under-supplied." 
says Mr Tedla. 

Like much of Asmara, 
whose infrastructure has not 
been renovated since the 
Italians left, the brewery has 
a period feel to iL European 
experts shown round the 
premises and accustomed to 
the latest word in brewing 
techniques often express 
astonishment that it is 
operating at all. 

“Some of the equipment 
- the carbon dioxide plant for 
example - is 40 years old. It 
should be in a museum 


really." says Mr Tedla. “But 
by keeping the plan! very 
clean and maintaining the 
equipment, we find it works 
well enough." 

Indeed, the spotless 
brewer)’, distillery (producing 
96.5 proof alcohol) corking 
unit and liquor factory 
(producing gin. cognac, an Is 
and Fernet Branca) make a 
20m birr (S2."m) after-tax 
profit each year. All raw 

materials except water arc 

imported, but the factory 
recoups some of its costs by 
selling carbon dioxide to soft 
drinks factories, recycling its 
bottles and selling mail trash 
as cattle Teed. 

Management expects a 
growing economy. In 
particular the predicted 
start-up of Eritrea's tourism 
industry, to double demand in 
the next year. To keep pace, it 
is planning to install an extra 
malt mill, new storage and 
fermentation tanks and to 
expand the cooling area. 

As one of more than 40 
public companies taken over 
by the EPLF, the brewery is 
fated for eventual 
privatisation and there has 
been do shortage or foreign 
companies show log an 
Interest in what is viewed as 
a model factory. 

But the brewery’s very 
profitability - a factor setting 
it apart from what are for the 
most part loss-making, 
overstaffed enterprises - may 
encourage the cash-strapped 
government to delay 
surrendering control. “This 
won't be the first company to 
be privatised," predicts Mr 
Tedla. “In fad. it is more 
likely to be the last.” 

Michela Wrong 


Oil and minerals: by Michela Wrong 


Caution is the watchword 
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International (PLC) 

ASMARA, ERITREA 
AUTHORIZED DISTRIBUTOR 

for 

Construction Equipment 

Peace, Stability and determination foster Eritrea's 
emerging economy. This provides opportunity tor investors to 
participate in the growth of a new nation. 

New Horizon EnJerprises International (PLC) can assist 
interested manufacturers with the introduction and 
distribution of their products in Eritrea. 

With proven performance, agrowing service and seaport facility and 
confirmable integrity. New Horizon Enterprises t looMng tor serious investors 
who warn to expand their activities Into this new and growing market 

II you would like to benefit by expancSng product (SstrtouUon or malting 
investments in the development of Eritrea, contact the General Manager of 

New Horizon Enterprisers International (PLC) 


ZONE 4-01 

BULGA STREET NO. 5 
CAMPOBOLLO 
ASMARA. ERITREA 


P.O. BOX 4256 
PHONE 291-1-162159 
FAX; 291-1-182227 


During the next 
couple of years it 
will become 
apparent whether 
Eritrea has reserves 
worth exploiting 

When Yemeni and Eritrean 
troops clashed last month over 
the Red Sea island of Greater 
Hanish, the international reac- 
tion was one of bemusement 
What did this sun-blasted lump 
of rock have to offer that coold 
possibly be worth two farmer, 
cash-strapped allies going to 
war? 

The answer is: maybe noth- 
ing at all, or maybe a great 
deal. Like Rip Van Winkle 
waking from a 30-year slumber, 
Eritrea - under the watchful 
eye of its neighbours - is only 
now taking stock of assets that 
were untapped and inaccessi- 
ble during tiie war: more than 
1,000km of potentially oil-rich 
coastline; waters teeming with 
fish; and a cragged interior 
with gold, silver, copper, zinc 
and lead deposits. 

With foreign companies hov- 
ering gTeedlly over this 
unspoiled territory, 354 hith- 
erto neglected islands off the 
Eritrean coast have suddenly 
acquired new value. And 
because the country's coastal 
limits have never been offi- 
cially delineated, the possibili- 
ties for territorial squabbling 
are myriad. 

While the UN tries to medi- 
ate a solution to the Greater 
Hanish dispute, experts are 


still trying to establish if there 
is anything under the Red Sea 
worth fighting about 

First indications seem prom- 
ising. Offshore seismic studies 
carried out in the 1960s by Gulf 
Oil. Mobil and Esso in the area, 
whose rock formation resem- 
bles that found off Egypt's 
coast indicated ail was pres- 
ent A gas well drilled by Mobil 
blew out. Prospects were 
encouraging enough for Ethio- 
pia to push for further explora- 
tion in the early 1970s, but the 
revolution and guerrilla war 
put paid to such dreams. 

“The whole Red Sea Coast is 
one of the least studied areas 
in the world, but there are rea- 
sons to think it could be very 
promising," says Mr Tesfaye 
Gebreselassie, the energy and 
mining minister. “There has 
been leakage in the past and 
seismic surveys have con- 
firmed the existence of geologi- 
cal structures conducive to 
ofl." 

Although the government is 
in talks with Mobil, Amoco and 
IPC and has passed a petro- 
leum code designed to encour- 
age investment, it is moving 
slowly, aware of its inexperi- 
ence. It has so for granted only 
(me concession: to the Hous- 
ton-based consortium Ana- 
darko which has won a seven- 
year, S2Sm contract to carry 
out survey work and test dril- 
ling in the Dahlak island area, 
just off the port of Massawa. 

If a question bangs over Eri- 
trea's posable oil wealth, the 
existence of a vibrant artisans 
gold mining Industry leaves 


few doubts about its mineral 
deposits. 

Gold mining in Eritrea can 
be traced back to ancient 
times -the country used to 
supply the Pharaohs of the 
fourth dynasty with ore and 
was reputed to be the site of 
King Solomon's mines. Italian 
colonialists were well aware of 
the potential, sinking 21 mines 
in the 1930s and 1940s, while 
the Japanese came in search of 
potash and copper in the 1960s 
and 1970s. 

Once again conflict meant 
developers only scratched the 
surface before abandoning 
their equipment and departing. 

The government, which last 
year passed a mining law offer- 
ing tax incentives and guaran- 
teeing repatriation of profits, is 
carrying out survey work with 
help from Australia and bas 
identified 17 important areas of 
interest They focus on Asmara 
and its surrounding belt - be- 
lieved to be rich in gold and 
base metals - the south-west 
region and an area around the 
town of Keren, both suspected 
to have gold deposits. 

Twenty foreign companies, 
including such giants as Gha- 
na's Ashanti Goldfields and 
South Africa’s Anglo Ameri- 
can, have applied for permis- 
sion to mine. But the authori- 
ties are only planning to grant 
five or six licences and those 
will be for exploration alone. 

“We were faced with two 
options," says Mr Gebreselas- 
sie. “either to go directly into 
mini ng or continue further 
explorations. Some companies 


say mining immediately would 
be more profitable, but we see 
things differently. We want to 
delineate our findings com- 
pletely and then decide which 
technologies are most appro- 
priate." 

Caution is the watchword 
when it comes to exploiting 
Eritrea's hidden reserves. Min- 
ing companies will be obliged 
to ensure their own water sup- 
plies in a country where the 
commodity is in short supply: 
oil companies will be carefully 
monitored for possible pollu- 
tion. 

Analysts regard the next 
couple of years, which will 
reveal whether Eritrea has 
reserves worth exploiting, as 
critical “If the oil fields prove 
fertile, we're talking hundreds 
of millions of dollars coming in 
over the next 10 years,” says 
Mr Robert Houdefc, the US 
Ambassador. “It's going to be 
big time investment" 

But while substantial doubts 
remain, officials are carefully 
keeping a lid on public excite- 
ment. anxious that Eritrea's 
resources should not be 
regarded as a panacea, under- 
mining the national credo of 
austere self-sufficiency and 
encouraging neglect of the 
agricultural sector. 

“We don't want our people to 
entertain uncertain hopes, so 
we are keeping a very low pro- 
file," says Mr Gebreselassie. 
“People who have suffered so 
long want things to happen 
quickly, we know’ that. But 
sometimes it is dangerous to 
be overambitious.” 
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ERITREAN SHIPPING LINES 

P.O. BOX 1110, Asmara, Eritrea 
Telephone: + 291 1 120308, 120359, 120257 
Fax: + 291 1 120331 


Fndowed With 1200 kms of coast line and sitting along the strategic and busiest shipping lane in the world Eritrea 
S nUftraohicallv a sea-faring nation. Eritrea has become Master of its own Seas only on May 1991 , when it had 
freeditself from the grip of the successive colonial oppression which ended m the bitter struggle that took three 

decades. 

The Eritrean Shipping Line was fonrialiy established in October 1992. The Company owns and manages the 
following fleet. 

Type DWT 


Name of Vessel 

M.V. SALAM 
M.V ANGELOS 

m.t. beilul 


General Cargo 
General Cargo 
Tanker 


2910 

715 

3160 


. all the three vessels are plying within the Red Sea and Persian Gulf areas providing dependable 
At present all theui ^ Though the company is new, it is well organised with qualified staff. With 

services at compel vjsk)n into a namv m Eritrean Shipping Lines is committed to generally 

the intention to tu ^ ^ ^ vessels to its fleet. It has also plans to involve in chartering. To 

enhance its achvraes. y ^ company is contemplating to establish relations with 

make its busings fwor * companies. The management believes that any interested body will find 

experienced ami** sh53i nfl Lines worthwhile. The Eritrean Shipping Lines play a leading role in providing 

working " . £ a muKi mo dal transport system to the region, where it belongs, as a whole. 

excellent sfuppmy 

Eritrean Shipping Line serving its customers in style! 


ASPHALT & BETTON COMPANY 
(AS.BE.CO) 

Is pleased to announce that it is now a fully operational 
construction company. 

This exciting new company is involved in the 
construction and repair of roads, bridges, water dams 
and buildings, in Eritrea. 

It now seeks advanced building machinery to 
strengthen its local operations. 

If you think you have what we need, please contact: 


Asphalt & Betton & Company, 
Asmara Decamhare Road, 8th K, 
Kurba Embeyto, Asmara, Eritrea 

Telephone: (291 1) 121225 
Facsimile: (291 1) 127193 

London Telephone 0181 402 3504 



If you ars unsure about the investment and growth 
opportunities in Eritrea ... you obviously haven't 
spoken with ... 

Prima Eritrea Oil Company 

Wlh the Independence of Eritrea. new business dimension* and paster 
opportreifies sawn to peasant themselves, 

Prima Eritrea OS Company hm graft cwtfdance on the long-term 
importance of Eritrea and the region. Our confid e nc e te dearty 
demonstrated by the extensive kwestmert wo aro making. 

We have already pot approvals, from the Department of Energy. to buSd a 
tank farm tor petideum products In Massawa. Wewffl buM fitf-servfcagas 
stations throughout Eritrea. We befiave our unparalleled commitment wiB 
enable us to be the preferred ofl company in the region. 

If you want to share In the chatongos and opportunities v4i«ch are arising in 
Eritrea we ere more than wHng to share our experience. For further 
Information please contact:- Sbak KHIe, General Manager on + 291 1 
120050/120099, Fax: *291 1 120093. 


Margran & By Products Pic 

Quality and perfection is the outcome of our teamwork, 
and that is why our customers are always comfortable 

with us. 

To learn more about our granite and marble products 
please do not hesitate to call or fax us anytime. 

Margran & By Products Pic 
PO Box 1105 
Asmara, Eritrea 

Telephone: + 291 1 181497 
Facsimile: + 291 1 181 268 
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TIMES- 'W JANUARY 18 1996 


Guide for business visitors 


h Eritrea, a visitor's expression of 
exasperation over a bureaucratic 


haughty reproof; "This is a new 
country. We ara build ng from 
scratch. What do you expect?” 

indeed, most ol the irritations 
encountered by the newcomer can 
be attributed to the administrat i ve 
confusion inevitable in a state 
which is still drawing up its legal 
framework and whose 
infrastructure has been scarred by 
the war. 

But everywhere attempts are 
being made to modernise and no 
one can leave without being 
impressed by the ehora the 
papulation Is making to push the 
country into the 20th century. 
Eritreans are helpful and highly 
motivated, although language can 
be a barrier. Older Eritreans speak 
Italian, younger ones English, but 
conversations In both can be 
shaky. 

Because cfeparities in incomes 
have yet to develop - a minister 
flves in the same modest style as 
a taxi driver - there is virtually no 
crime. It is possible to stroB the 
streets at night without fear and 
while whhes are enough of a rarity 
to get stared at, they wfll only 
occasionally be asked for money. 

At the moment Eritrea Is one of 
the cheapest destinations In 
Africa. Rooms in the best hotels 
cost $40-570 a night, taxis can be 
hired for the day for about S25 
and a three-course meal comes in 
at under SI 5. 


For practical information, the 
guidebook Enfree at a gksnee - 

price 100 birr and avaSaWe frt 
Eritrea - Is an excellent buy. 

U Telephones: k rt a maduual 
code for Asmara is 291 -1. 

■ Getting there: Eritrea Is not 
exactly on the beaten track. 
Lufthansa Is currently the only 

western airline fiy^tg to Asmara, so 
many travellers fall victim to the 
vagaries of Ethiopian Airlines, 
prone to cancelations and delays. 

Flights to the rest of Africa, 
except for Sudan. Involve a stop at 
Addfa Ababa. 

Visitors need a visa unless they 
make prior contact with the 
Investment Centra . which can 
authorise visas to be issued at the 
airport It is not necessary to 
declare foreign currency on arrival. 
On departure, there Is a $10 
airport tax. 

■ A lrtum Ethiopian Airlines: 12 
75 12. 12 68 27.12 54 36; 
Lufthansa: 18 27 07; Saudi 
Airlines: 12 01 66; Egypt Air: 18 14 
61. 18 10 40: Yemenis: 12 01 99. 

■ P lac es to stay: Both Asmara 
and Massawa suffer from a severe 
shortage of hotel space, so 
booking Is wise. Those expecting 
five-star standards will be 
disappointed - the hotels are 
either in a state of genteel 
dilapidation or are being 
renovated. 

The Amba SoJra, Seiam, 
Hamasten and Keren are aH 
central, the Bologna a little mare 
isolated. If most hotels are fid the 


Key facts 

Head of sta t e -- -President Isaias Afeworid 

Rufing party:— — People's Front far Democracy and Justice (PFDJJ 

Capital: 1 ; Asmara 

Currency: — Ethiopian birr = 100 certs since 1991 

Exchange rate: .5.80 birr = 1$ (Jan 1996) 

Area: 125,000 aq km 

Population:. — .2.5m-3m (1984)* 

GDP per capita: 5130-SI 50 (1993) 

Net private remittances: $76.4 (1S92) 

External debt — — Jess that $75m 

Time: .._ .. 1 — ..GMT +3. 

Climate: Depends on altitude- Coastal and lowland regions very hot 
and dry throughout the year. On plateau (inducing Asmara) dry 
season from Oct-May with tem p erature range from as low as 6T; in 
December to 26"C In March ran from Feb-Apr). Temperatures 

can fall sharply at night during the dry season. Rainy season from 
Jun-Sep with average temper a ture 21 ‘C. 

Entry requirements: Passport and visa required by afl-. 

Health precautions: Mandatory: yedow-faver vaccination certificate 
required if travelling from an infected area. Advisable: yellow -fever, 
cholera, typhoid and poBc vaccinations. Malaria prophylaxis 
recommended for visits outside Asmara. Water precautions needed:. 
TYavefc International departures fax: $10 (Jan 1995). I nte rnati onal - 
airport Asmara-' Yohannes (V (Code: ASM), 9km from city 

Sanaa; WMtarUamaaon Wbrid Sant and oo*&t* n mv m&tmU* 
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Nyala. one of the largest, usually 
has room. CaSrng home can be 
laborious - the telephone system 
is due Iter modernisation but at the 
moment International calls go 
through an operator. Sending or 
receiving faxes can be tricky and 
Is always expensive. 

■ Hotels: Amba Soma: 12 32 22. 
fax 12 25 95; Seiam: 12 72 44. fax 
12 06 62; Hamasien: 12 34 1 1 
(uses Amba Sofra fax); Kenan: 12 
07 40 (no taw); Bologna: 18 13 60 
fao fax): Nyala: 12 31 11. fax 12 31 
11 . 

■ Contacts: Asmara Chamber ol 
Commerce: 12 13 68. fax 12 01 
38; Investment Promotion Centre: 

11 88 22, 11 81 24, fax 12 42 93; 
Ministry of Finance: 11 36 33. fax 

12 79 47; Ministry of Trade and 
Industry: 1 1 78 06. 11 39 10. fax 
12 05 86; Ministry of Energy and 
Mines: 11 68 72, fax 12 76 52 
(dept of energy). 11 23 39, fax 11 
29 94 (dept of mines). 

Ministry of Tcxxism: 12 69 97, 12 
99 99; Ministry of Agricuttirc 18 
14 99. fax 18 14 15; Central Bank: 
12 30 36. 12 30 33. fax 12 31 62. 
US embassy: 12 34 10; Italian 
embassy: 12 01 60; Israeli 
embassy: 12 01 37; Ethiopian 
embassy; 11 63 65; British 
consulate: 12 34 15. 
BritistY-Erttrean Assoc In London: 
0181 841 1445. Italian and African 
Chamber of Commerce in Milan: 
003923452431-5. 

■ Places to eat: Mussolini's 
occupation left its traces on 
national cuisine. Walk into any of 
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the bare or fattens (snack bars) 
and you are transported to an 
Italian cafe; the same dated 
Campari advertisements, hissing 
coffee machines, and hustle and 
bustte. The Bar Vittorta is 
particularly atmospheric. 

Castefio's (tail 2 04 53) offers 
traditional ttafian “primes* and 
“secondos'. Bologna's (1 B 20 97) 
is more upmarket. Pizza Napoli (12 
37 84) serves good pizzas. 

The Cherhi Chinese restaurant 
has panoramic views of Asmara. 
For traditional Eritrean food, based 
on iniara - a bout pancake used to 
scoop up stews and vegetables - 
try the Nyala Hotel's restaixant. 

■ Getting a ro un d: Asmara Is a 
small town and many government 
offices and hotels are within 
walking distance of each other. 

But private transport makes sense 
until you knew your way around. 

Taxi fares Increase outside the 
city and at night Highly 
recommended is taximan Teklay 
Gabre SeUase, towwn as 
"Haraka*. a war veteran with good 
connections. He can be 
telephoned via friends on 12 70 
32. It is also possible to rant a car 
from the Eritrean Tour Service (tel 
12 49 99) or Nile Enterprise (12 51 
07). There is no domestic alriina 

■ How to pay: Branches of the 
Commercial Bank of Eritrea will 
change dollars or traveller's 
cheques and give a better rate 
than the hotels. Credit cards are 
rarely accepted and traveller's 
cheques wiB usually be refused 
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outside Asmara. Visitors are 
expected to pay bills at 
government-run hotels and buy 
atrftrre tickets in dollars or doflar- 
danotrtnated traveler’s cheques. 

■ Things to do: With its Coptic 
churches and mosques the pafm- 
frtnged capital of Asmara is a 
pleasure to explore. In the' old part 
of town, the souk gives a taste of 
the Middle East. The Governor's . 
Palace, Haifa Selassie’s provincial 
residence, h3S beautiful grounds 
and a military museum charting 
the EPLf’s campaigns. 

Even mare redolent with recent 
history Is the tank graveyard!, 
where the Ethiopian army dumped 
damaged Soviet hardware. For 
souvenirs, gold and silver-smiths 
sell beautifulty-warked jewellery. 
Leather is of high quaBty but bag 
and shoe styles rarely match 
western tastes. For excursions, a 
drive to Keren, site ot British and 
Italian second world war 
graveyards, takes two hours. 

A trip to Massawa is 
worthwhBe but because the drive 
to the coast takes three hours, a 
long weekend is recommended. 
Boats leave Massawa for the coral 
islands, a snarkaifing paradise. 
Very few boats are licensed and 
therefore It is worth booking ahead 
with Dania AvaBone, Diving 
Services Division, Ministry ol 
Marine Resources, (55 26 88. fax 
55 24 98). Dahlak Sea Touring (55 
24 89). or Captain Mohammed 
Gazz (55 21 19). 

Mchela Wrong 


NATIONAL BUSINESS 
CONFERENCE & EXHIBITION: 

ERITREA’S MIRROR 


Phoenix rises again 


During the second world war. 
when it became dear that the 
battle against the Allies was * 
lost a despairing Italian 

general ordered ships 
anchored at Massawa to be 
scuttled. No one, be swore, 
would ever dock at the Red 
Sea port again. 

The incident was somehow 
symbolic of Massawa. 

Eritrea’s second city. Over 
the years the wrecked ships 
were dredged up, and the port 
Is once again in use. Through 
history, many have tried to 
destroy Massawa. bat it has 
shown an uncanny ability to ■ 
rise from the ashes. 

Today, the port city, site of 
some of the most horrific 
fighting seen during the war 
of independence against 
Ethiopia, is a microcosm of 
what is happening across the 
country. Despite the 
appalling devastation 
inflicted - 90 per cent of this 
town of 80,000 Inhabitants 
was flattened in 1990 in a 
10 -day battle which was to 
prove a turning point in the 
EPLF’S campaign - Massawa 
is humming with life again. 

Work crews are 
everywhere, pulling down 
shell-shattered buddings, 
repairing damaged harbour 
berths, laying the 
foundations of schools, and 
putting up thousands of 
cheap new dwellings for 
returning citizens. 

The government has 
ambitious plans for Massawa: 
President Isaias Afeworid has 
said he sees its development 
as integral to the economic 
recovery. The port’s location 
makes it a natural focus far 
the three sectors the 
government hopes wfll bring 
prosperity to Eritrea: fishing, 
tourism and oiL Sprawling 
across two islands linked to 
the mainland by causeways, 
Massawa retains its Ottoman 
charm, with many of the 
500-year-oJd coral-brick villas 
having miraculously survived 
bombardment Off the coast 
lie 354 unspoilt islands, only 
10 of them inhabited, 
boasting limpid waters where 
dolphins cavort and coral 
forms stunning underwater 
groves. 

The government hopes to . 


use ite 1 . 200 km coastline : 

-neglected by ail hut a few 
yachtnig enthusiasts and 
scuba diving companies -to 
lure visitor s from Europe and 

the Middle East Or* of 
Eritrea's strong soling points 
is that as a secular state with 
no prohibitions against 
drinking or gambling, it 
offers a place to relax for . 
those seeking a break from 
strict laws in their own 
.countries. . 

With the Saudi market 
dearly in mind, a US . 
company is already bidding 
. to bdSd a$200m-S300m 
casino and hotel complex on 
the Dahlak islands, hours 
by motorboat from Massawa. 



Massawa has shown an uncanny 
ability to rise from the ashes 

“We have many 
advantages, ” says Mr Saleh 
Meky, minister for marine 
resources. “One af these Is 
that we are not Islamic. We 
are relatively free. Those are 
factors We can exploit." 

The eventual aim ts also to 
develop the hinterland, 
drawing visitors to the 
Asmara, the capital, with its ■ 
mosques. and Coptic churches, 
and linking up with tours to - 
the magnificent andent 
monuments of neighbouring 
Ethiopia. For those interested 
in more recent history, there 
are the battle sites and 
extensive undergr o un d 
complexes where the EPLF 
eked out the years in exile. 

An enormous amount of 
work needs to be done. A big 
problem Is the lack of water 
which is scarce in this region. 
Air links with the west and 
the rest of Africa are poor 
and the trip between 


Massawa and As mara m ust 
be done by road, currently a 
three-hour trip through the 
momfbdns. Both of the main 
cities are desperately short of 
rooms and none of the 
dilapidated hotels would 
qualify as five-star. Middle 
East buyers have shown 
interest in two of Asmara’s 
government-owned hotels, 
but new ones are desperately 
needed. 

Mrs Worku Tesfamlkael. 
the- tourism minister, says 
the government sees no point 
hi marketing Eritrea as a 
location until the 

accommodation problem has 
been solved. "At the moment 
we have virtually no tourists. 
But the instant we build good 
hotels, they will start coming 
in." 

In the short term, the 
fishing industry may be 
easier to exploit. These 
waters are dubbed "fish 
soup" in recognition of the 
1,000 species they host. In the 
1950s, Israeli companies, who 
enjoyed a monopoly, used to 
export 20,900-25.000 tonnes of 
fish a year. Stocks have 
barely been touched since 
then and Mr Meky believes 
Eritrea could export 80,000 
tonnes; a rich alternative to 
the e xh austed Mediterranean. 

Saadi, British, Greek, 

Dutch and Israeli fishing 
companies are already 
operating on a small scale, 
exporting sardine, tuna, 
shrimp, lobster, exotic fish 
destined for aquariums and 
sea cucumber for the oriental 
market. The government has 
asked them to invest locally 
- in return, building 
much-needed cold storage 
facilities, boat yards and 
processing plants. 

: A big obstacle remains the 
failure to define Eritrea's 
coastal waters. Last month’s 
military dash with Yemen 
over the ownership of the • 
Hamsh islands, which left at 
least a dozen people dead and 
two former allies at 
loggerheads, highlighted the 
pressing seed to draw up a 
legal framework before any 
serious development takes 
place. 

Michela Wrong 


The Notional Business Conference and Exhibition (NBCE) held from the 9th to the 17th of December, 
1995 was launched to address the social, political, cultural and economic problems that are 
impediments to business and enfreprenurship development and to recommend ways and means of 
achieving stable growth in the next five years. The NBCE has come up with the following 
recommendations to foster an enabling environment for business development and entrepreneurship 
and in the process promote sustainable development through judicious distribution of resources and 
the optimal utilisation of external resources that will, in a programmed way. be replaced by internally 
generated resources. 


MACROLEVEL PLANNING, POLICY ANALYSIS & ECONOMIC REFORM MANAGEMENT! 


Pioneering Aviation in Africa 


ETHIOPIA 


links ASMARA to the world 


Strengthening the policy research and analysis capacity, improving forecasting and analytical 
methodology, improve public expenditure control : establishment of an integrated macroeconomic 
management information system; promotion of Government and private savings and their effective 
management to carry out macro-economic and management functions with special emphasis on co- 
ordinating policy analysis of overall macroeconomic weaknesses. 


PBIVATE SECTOR DEVELOPMENT! 


Review of legal and regulatory framework; strengthening investment offices; capital market 
development enhancing the role of Chamber of Commerce as interlocutor: strengthening f^ofessionai 
and Entrepreneurial Associations: investment promotion entrepreneurship development programme: 
credit schemes for the informal Sector; improving information and advisory services; technology 
transfer, upgrading and extension service; strengthening of capabilities in extension service and 
marketing of viable rural technologies; business management training. 


PUBLIC ENTEBPBISE REFORM/ RESTRUCTURING a PRIVATISATION! 


In tandem with the policy-legal measures, the government has implemented a series of administrative 
measures related to public enterprise reform including abolition of multi-firm public corporation as part 
of reducing the layers of decision-making and control organs: establishment of a Privatisation Agency 
to undertake divestiture of State owned enterprises. 


DEVELOPMENT AND IMPLEMENTATION OF REFORM MEASURES) 


Policy Review and Reform; establishing an effective management information: rationalisation and i 
promotion of civil service training and skill upgrading: establishing organisational capacity for | 
privatisation and creating and strengthening institutional and legal framework for privatisation. j 


PROGRAMME FORMULATION. DEVELOPMENT & IMPLEMENTATION ARRANGEMENTS!! 


This remains the bed-rock of the development programme for the next few years. If is expected to 
finance the development of programme areas in enfreprenurship and private sector development: 
management of economic and technical change; capital and technology: marine resources 
development food security and environment; human development , human resources development j 
and utilisation, infrastructure, rural and regional development. 


We have more destinations 


in Africa than any other 


international carrier. 


offering gateways to 


the four comers of the earth 


—with a reputation for 


HOSPITALITY 


that you should try! 


Call ETHIOPIAN 

— ot your travel agent 
without delav! 


i 


For further information please contact: 


The Asmara Chamber of Commerce 
Telephone: + 291 1 121388/120045, Fax: + 291 1 120138 
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Cinema/Nigel Anrirpwt 

To hell and 
back in the 
city of stars 


is 


ARTS 


LEAVING LAS VEGAS 
Mike Figgis 


MUTE WITNESS 

Anthony Waller 


DANGEROUS MINDS 

John H. Smith 

THE UNDERNEATH 

Steven Soderbergh 


L 


eaving Las Vegas is a 
piece of dream film-mak- 
ing that may sound like 
I your worst nightmare. 
_ J Having struck Las Vegas 
off your list of favourite cities after 
Shou<gtrls, you are now invited back 
to watch love grow between a dying 
alcoholic screenwriter (Nicolas 
Cage) and a hooker with a heart 
(Elisabeth Shue). 

For production values there are 
grainy super-i6mm photography 
and a $3m budget, which would not 
buy you one sixth of a Sylvester 
Stallone performance. For dramatic 
highlights there are scenes of rapes, 
beatings and drunkenness. For sub- 
jects of conversation, there are sex, 
drink, more sex, more drink, love 
and acceptance. 

Yes, love and acceptance. Improb- 
ably they are the main themes of 
this film from British writer-direc- 
tor Mike Figgis, adapting a novel by 
John O’Brien, who like his own pro- 
tagonist effectively drank hlrnmif to 
death. 

Cage and Figgis start by creating 
a hero whose alcoholism is horrify- 
ing even as it is funny, supermarket 
trolleys filled with spirit bottles, 
drink-driving as a way of life, and 
shakin g fits so violent that he can- 
not sign his name in a bank but 
must come back again after a liquid 
lunch. Then, when he dees east 
from LA. to L.V. to hurl hims elf on 
oblivion's mercy, he meets a girl 
who has learned tolerance as a 
vocation. A stre etw alker with few 
demands - “Don't crane in my hair, 

1 just washed it" - she can summon 
the courage to watch self-destruc- 
tion even in a man she grows to 
love. 


How this film found an intelligent 
g&P between miserabilism and sen- 
timentality we shall never know. 
But Figgis finds not a gap, mare a 
universe. A director whose last film 
The Browning Version was a hoti- 
day oddity in a career strong an 
love and pain internal Affairs, Lie- 
bestraum) discovers both agony and 
celebration here. In the background 
is a Las Vegas depicted as a trem- 
ulous libation of garish colour and 
saturation darkness (superb photog- 
raphy by Declan Quinn), chased 
down with Figgis's own jazz score 
spiked with Sting vocals. In the 
foreground are two players who 
deserve every statuette in the 1996 
cupboard. 

Nicolas Cage may now be the best 
screen actor in America. His face 
has always looked like a comedy 
mask rented by an escaped soul 
from Hen But here the hilarity erf 
his poses and postures - like every 
self-respecting dr unk he is tireless 
in search of the bon mot and the 
grand geste - seem inseparable 
from the hollow screams of his hol- 
lowed eyes. At one moment he 
looks like Gene Wilder, at another 
like a refugee from a Goya p ainting . 

Elisabeth Shoe achieved modest 
fame as Tom Cruise’s bimbo in 
Cocktail She too must have been to 
Hell and back in the meanwhile. Or 
else Figgis, detecting in her the 
despair of the career starlet, 
dragged it out through her over- 
practised smile and on-the-tum San- 
dra Dee prettiness. Shue reveals 
herself slowly but mesmerisingly 
as if the whole film, not just her 
explicit scenes of shrink confes- 
sional, were a therapy session. By 
the close we believe that this girl 
would martyr herself for a love that 
buys emotional truth at the cost of 
physical annihilation 
Truth, internal or external, is so 
rare in mainstream efnema that we 
keep rubbing our eyes here. Are we 
really watching a wi de-release 
Ame rican movie in which a charac- 
ter sits down on the loo in the mid- 
dle of a conversation; in which an 
unsparing camera lingers on the 
heroine’s goose-pimples in a scene 
of poolside disrobing; in which 
there is a grease stain on the wall 
against which a character has been 

leaning his heart; in which . . . 



Strong on love and pain: Elisabeth Shue and Nicolas Cage in ‘Leaving Las Vegas' 


But the “in-whiches" are limit- 
less. And none of them would mean 
anything if they were not symptoms 
of the movie’s larger reality. In the 
city of the stars. Figgis first turns 
his own stars into human beings 
anrt then turns them hank pasted 
onto the dark doth of his stray, into 
luminous, unforgettable exemplars 
of our own struggle against the 

ni ght. 

* 

British film-makers fleeing their 
underpowered native industry stow 
away on any plane they can find. 
While Figgis goes to Vegas to do a 
psyebodrama. first-time writer-di- 
rector Anthony Waller goes to 
Moscow to do a murder thriller. 

Mute Witness was the toast of the 
Cannes sideshows last year. The 
plot plays raggle-taggle variations 
on a single scary premise: young 
mute girl (Marina Sudina) is chased 
after witnessing a snuff murder in a 
nocturnal film studio. The produc- 


tion values are basic and the dia- 
logue is Babel (English. Russian 
and pidgin variants in between). 
And you will see no famous actors 
unless you count - indeed are quick 
enough to spot - Sir Alec Guinness 
in a small role as “the Reaper". 

It works brilliantly. The heroine, 
a make-up girl on a migrant Ameri- 
can horror production, spends SO 
min utes hurtling along corridors, 
down lift shafts, through windows, 
up streets, into baths (always a bad 
move in honor films). In addition to 
having witnessed the killing , she 
carries an incriminating diskette. 

The film is only a game, but it is 
played with skill, ingenuity anrt gal- 
lows wit. You might pay special 
attention, in the event that you are 
ever chased by a murderer yourself, 
to the use made by the heroine of a 
hairdryer, an answering machine 
and a Peeping Tom in a window 
across the street 

Dangerous Minds is the blithely 


batty tale of a beautiful ex-Marine 
(Michelle Pfeiffer) who becomes a 
teacher in a life-endangering school 
“Children with special needs" here 
means children with guns, knives, 
drugs and a tendency to cluster in 
riotous groups all over the class- 
room. Our heroine wants to teach 
them Dylan Thomas, but has to set- 
tle for Bob Dylan. Even that is man , 
aged only after she has first gained 
their attention with karate lessons. 

Life at this Bash Street Hig h is 
based on a real teacher’s memoirs. 
However, we beg leave to doubt 
that author LouAnne Johnson 
looked like Michelle Pfeiffer, who 
would surely have been ravished 
behind the bike shed on day one. 
We also doubt that the trajectory 
from pandemonium to scholastic 
peace was achieved quite so 
quickly. The producers, though, 
were Don Simpson and Jerry Bruck- 
heimer. famed far such testosterone 
sagas as Top Gun and Crimson 


Tide. They were clearly not going to 
sit around letting this Blackboard 
Jungle U get infected with cissy 
docu drama. 

Where Dangerous Minds thrived 
at the US box office and has 
prompted the tribute of a feature- 
length spoof, now being made by 
the Zucker brothers of Naked Gun, 
The Underneath collapses under the 
weight of its humour-free derivativ- 
eness. 

Remaking the 1946 thriller Criss 
Cross, Steven Soderbergh piles on 
the Expressionist mannerisms. As 
hero and moll (Peter Gallagher, 
Alison Elliott) grapple with crime 
and passion in modem Texas, there 
are Ttoir shadows, tricksy focus-pull- 
ing and even a Caligari- like hospital 
room with crooked windows. All 
that is missing are recognisable 
human beings with recognisable 
dilemmas: the very things we might 
have expected from the director of 
sex. lies and videotape. 


I t was a close call which was 
the most unmissable operatic 
event of the evening. Either 
one could be in the audience 
for the Royal Opera’s new produc- 
tion of Tippett’s The Midsummer 
Marriage or stay at home and 
watch the company being taken 
apart in the first of BBC2’s fly-on- 
the-wall documentary series, which 
brings prima donnas in full cry into 
your living-room - and that is just 
the board meetings. 

It would be too glib to say that 
the most compelling drama at 
Covent Garden these days happens 
off-stage. A staging of Tippett’s 
inspiring first opera is a major 
undertaking. Performed complete, 
as it is here. The Midsummer Mar- 
riage lasts a magisterial four hours 
in the theatre, during which its 
ambitious fusion of dance, ritual 
and famously awkward-to-play 
music aims to lift artistic conscious- 
ness to the highest JeveL 
Tippett must be one of history's 
most widely-read composers. Draw- 
ing on Jungian philosophy, on 
Greek and Indian myth, on Shaw 
and Eliot, on Wagnerian symbolism 
and Mozartian fantasy, he has writ- 


Qper a/ Richard Fairman 

‘Midsummer Marriage' comes of age 


ten an opera that bears centuries of 
human thought on its shoulders. 
His det ra c to rs may say that it stag- 
gers under the weight of all its phil- 
osophical baggage, but seeing the 
opera on stage is enough to con- 
vince one that Tippett is glorying in 
his knowledge of the past rather 
than having his back broken by it 
Few operas rejoice in music that is 
so uplifting. 

There have already been two ear- 
lier productions of The Midsummer 
Marriage at Covent Garden. The 
first, which was the premiere in 
1955 (there are photos in the pro- 
gramme), took the references to 
ancient civilisations seriously. 
There were temples and a lot of 
fetchingfy camp tunics. This time 
the producer, Graham Vick, and his 
designer. Paul Brown, have done 
away with all that, jettisoning the 
resonance of the classical allusions 
in favour of present-day i mmediacy. 

On walks a colourful band of mid- 


summer day-trippers. One carries a 
ghetto-blaster; another takes Polar- 
oid snaps. Their idea of summer 
fashion is so grotesque, we can 
guess they are probably British. 
Those who turn up with hampers 
are presumably refugees from 
Glyndebourne (Vick does not forget 
his summer home easily). One and 
all, they are children of the age erf 
Aquarius - so Tippett may approve 

H alf the opera is pitched 
at this worldly level and 
it is the half that works 
best here. Lillian Wat- 
son’s petite, blond secretary Bella 
and Christopher Ventris’s sturdy 
workman Jack are society's arche- 
typal Cl couple, neatly played and 
sung. John Tomlinson, storming 
Valhalla with every role he plays, 
makes a magnificently domineering 
King Fisher, who punches out every 
line of Tippett’s notoriously mysti- 
fying text. 


The other half aspires to the 
stratosphere in artistic and philo- 
sophical terms, but at this perfor- 
mance it seemed reluctantly earth- 
bound. Cheryl Barker’s vibrant 
Jenifer and Stephen 0 'Mara’s 
rather constricted Mark coped 
bravely with Tippett’s optimise 
ideas of what a voice can manage 
and it was a pity that their final 
duet was lost behind the petals of 
the giant flower that finally swal- 
lowed them. 

The He- Ancient of Peter Rose and 
She-Ancient of Elddwen Harrhy 
were played as black-suited elders 
with bare feet, which wanted some 
mystic authority. Catherine Wyn- 
Rogers’s scene as the dairvoyante 
Sosostris had some atmosphere and 
she sang with due gravity. 

Vick is admirably true through- 
out to the detail of Tippett’s stage 
Instructions, but his production 
risks seeming literal also in the 
sense of mundane. The semi-ab- 


stract setting admits little feeling of 
a hallowed place. At the end a half- 
hearted sunrise over an empty stage 
failed to say any thing commensu- 
rate with the surge of emotion ema- 
nating from the orchestra. What 
life-enhancing music this is, stirring 
as deep in the heart as ever under 
Bernard Haitink’s baton, even if the 
players still struggle untidily over a 
lot of it 

In the 1950s people may have 
found 772* Midsummer Marriage too 
new or strange or complex, bat now 
there is no reason not to surrender 
to a score that is teeming with life 
and an inspirational richness of 
invention. Tippett - at 90, a He-An- 
cient of some wisdom and authority 
himself - has always been a vision- 
ary looking to the future. His music 
has come of age. 

Sponsors: The Robert Gavron Char- 
itable Trust with support from The 
Foundation for Sport and the Arts. 



Musical 


Cheryl Barken vibrant 
as Jenifer 


The new 
Norma 
Desmond 


T he character of faded 
silent-movie queen Norma 
Desmond is one of the 
greatest grotesques in cin- 
ema, and even as romanticised in 
Andrew Lloyd Webber and Christo- 
pher Hampton’s stage musical of 
Sunset Boulevard she retains a ser- 
viceable set of fangs. Petula Clark, 
always the sweetest of 1960’s 
female singers, would seem to be 
much too pleasant a choice to play 
such a sinister, cradled recluse. On 
this occasion, advance assumptions 
are borne out by the reality. 

Clark hits her marks, bits her 
notes and makes her gestures all as 
required, but seldom if ever does 
her performance convey a sense of 

Norma-esque spirit Her voice has 
consummate professional clarity 
and power, but never really puts 
across Desmond’s emotions: in the 
dosing bars of her return-to-the- 
stndio number “As If We Never 
Said Goodbye", Clark's sobs seem 
to come on cue rather than from 
the heart of the character. 

Likewise, her first act hymn to 
the glories of the silents, “New 
Ways To Dream", lacks sufficient 
passion to get her over the niggling 
paradox of devoting a front-rank 
musical number to the days when 
“we didn't need words - we had 
faces *’. Clark’s own face is hidden 
beneath garish make-up, but never- 
theless looks less like a frightening 
mask badly concealing the ravages 
beneath than the attempt of a 1970s 
punkette to scarify what are not 
particularly striking features. The 
shock I felt in 1993 when Patti 
LuPone’s Norma appeared suddenly 
(supposedly) un-wigged and un-cos- 
meticised were so absent this time 
that only several minutes in did I 
realise I was watching the same 
scene. Norma needs that demonic 
edge to counteract the dilution 
wrought on Billy Wilder’s original 
story by Hampton: although the 
first major number “Let’s Have 
Lunch" Is refreshingly cynical, 
thereafter the nasty smell of Holly- 
wood is masked by the perfume of 
big-budget stage musical values. 

It is also necessary because, 
despite Nonna being both the star 
character and invariably the big- 
gest name performer. Sunset Boule- 
vard is not fundamentally her 
show. It is primarily the stray of 
struggling writer Joe Gillis, who 
first finds that he has inadvertently 
wandered into Norma's time-warp 
palazzo. and equally warped delu- 
sions, then tries agonisingly to 
extricate himself, sneaking away to 
work on an original screenplay 
with his best friend’s girl. Joe is 
absent from only three or four of 
the show's 21 scenes, and carries 
the bulk of the narrative. 

Alexander Hanson is a tad insou- 
ciant at tunes as Joe. bnt has a nice 
edge of self-despising stoicism as 
someone who has made his own 
gutter in Hollywood and accepts 
that he most lie in it Hanson’s 
skilful musical delivery makes up 
for a slight thinness to his singing 
voice; Joe and Betty’s big duet “Too 
Much In Love To Care" is still more 
genuinely affecting than any of 
Nonna’s show-stoppers. 

Nearly roar years on Sunset Bou- 
levard has become a fixture: the 
ensemble players are sometimes 
unable to conceal the knowledge 
that they are just doing a regular 
job, and even the trucks and flies of 
John Napier’s astonndingly com- 
plex set move now and then with a 
careless jerk. It will, however, take 
much more to close the show than 
Petula Clark's attenuation of the 
charisma of Norma Desmond. 

Ian Shuttleworth 


At the Adelphi Theatre, London 
WC2 (0171 886 7611). 
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AMSTERDAM 


>0-5730573 

enberfl Ensemble and Asko 
le: with conductor Reinbert 
w'and soprano Rosemary 
arform Reich’s “Eight Lines", 
s's “Four songs by Jaap 
i", Andriessen's "Zilver" . 
i's “Two Organa", and the 
emiere of Wagenaar's “Trois 
en prose"; 3pm; Jan 20 
blues 

Tel: 31-20-62333/3 
> XX: contemporary jazz by 
it Thomas Heberer. 
nlst Dirk Raulf. double 
yer Dieter Manscheid and 
r Fritz Wittek; 9pm; Jan 20 


BERLIN 


3erfin 

31 

reography by John 

by Tchaikovsky, 
Batlett Deutsche 
ists include 


Raffaefla Rena, Marguerite Dortlon, 
Alexei Dubinin and Yannick Boqun; 

7pm; Jan 20 

OPERA & OPERETTA 
Staatsoper imter den Linden 
Tel: 49-30-2082861 
• Aida: by Verdi. Conducted by 
Asher Ftsch and performed by the 
Staatsoper unter den Linden. 
Soloists include Alessandro Marc. 
Andreas Kohn, Rend Pape and 
Bemd Weikl; 7pm: Jan 19 


■ CLEVELAND 

EXHIBITION 

Cleveland Museum of Art 

Tel; 1-216-421-7340 
• Isamu Noguchi: Earty Abstraction: 
this exhibition offers an examination 
of three sculptures on view through 
20 related black-and-white 
gouaches, completed by Isamu 
Noguchi (1904-1988) following an 
apprenticeship with sculptor 
Constantin Brancusi in Paris in 1927. 
The drawings have not been seen 
publicly since Noguchi’s return to 
New York in 1929: to Jan 24 


■ DRESDEN 

DANCE 

Sflchsisctie Staatsoper Dresden 

Tel: 49-351-49110 

• Rot und Schwarz a 
choreography by Schdz to music by 
Berlioz, performed by the Ballett 
Dresden; 7pm; Jan 19 

OPERA & OPERETTA 
Sficftslsche Staatsoper Dresden 
Tel: 49-351-49110 

• Lohengrin: by Wagner. 

Conducted tty Peter Schneider and 
performed by the Sachsiache 
Staatsoper Dresden. Soloists include 
Siegfried Vogel, Klaus Kflnig, Luana 


DeVol, Harts-JoacNm Ketefaen and 
Dame Gwyneth Jones; 6pm; Jan 21 


■ EDINBURGH 

EXHIBITION 

Scottish National Portrait Gallery 
Tel: 44-131-5568921 
• The Canick Family in Russia: this 
exhibition tens the story of a 
Scottish family in Imperial Russia. 
Their changing fortunes took them 
from the elegance of the St 
Petersburg of the Tsars to Stalin's 
labour camps. The photographs by 
WiHiam Canick are a document of a 
society on the eve of revolution; to 
Jan 21 


■ EINDHOVEN 

CONCERT 

Muriekcentnim Flits PhHps 
Teh 31-40-2442020 
• Roberta Alexander accompanied 
by pianist Tan Crone. Hie soprano 
performs songs by Brahms, R. 
Strauss, Barber and Ives; 8.15pm; 
Jan 23 


■ FRANKFURT 

CONCERT 

JahrtnmderthaBe Hoechst 
Tel: 49-69-3601240 
• Chicago S infonie tta: with 
conductor Paul Freeman and the 
Morgan State University Choir 
perform Gershwin’s “An American in 
Paris", “Concerto In P and excerpts 
from “Porgy and Bess"; 8pm; Jan 23 


■ GLASGOW 

CONCERT 

Glasgow Royal Concert HaD 
Tel: 44-141-3326633 


• Royal Scottish National 
Orchestra: with conductor Walter 
Weller and trumpeter John Grade 
perform Haydn's “Symphony No.83 
in G minor (The Hen)" and “Trumpet 
Concerto m B flat major", and 
Tchaikovsky's “Symphony No.4"; 
7.30pm; Jan 20 


■ LONDON 

CONCERT 
St GSes Cripplegato 
Tet 44-171-6388891 

• Duke Quartet and pianist Philip 
Mead perform Ives' "Plano Sonata 
No.1“, “String Quartet No.1" and 
“Piano Sonata No-2“; 3pm; Jan 20 
Wigmore HaS Tel: 44-171-9352141 

• Natalie Clein and Julius Drake: 
the cellist and pianist perform works 
by Beethoven, Shostakovich, Bloch 
and Martinu: 11.30am; Jan 21 
DANCE 

Royal Opera House - Covent 
Garden Tel: 44-171-3044000 

• The Sleeping Beauty: a 
choreography by Petipa to music tty 
Tchaikovsky, performed tty The 
Royal Ballet, 7.30pm; Jan 20 (2pm & 
7pm}, 22, 23. 24, 25, 26 
EXHIBITION 

Tate Gallery Tel: 44-171-8878000 

• Bill Woodrow: Fools' Gold; 
exhibition of 15 bronze sculptures 
made over the last five years tty the 
British artist Bffl Woodrow; from Jan 
23 to Apr 28 

OPERA & OPERETTA 
London CoSsaum Tel: 
44-171-8360111 

• La Belle Vivette: adapted ton 
Offenbach’s “La Bede Hdene" by 
Michael Frayn. Conducted by James 
Holmes and performed by the 
English National Opera. Soloists 
include Lesley Garrett, Janis KeUy 


(Jan 23), Thomas Randle and Ryland 
Davies; 7.30pm; Jan 19, 23, 24 


■ NEW YORK 

CONCERT 

The Metropolitan Museum of Art 
Tel: 1-21 2-879-5500 
• JuiUiard String Quartet perform 
Beethoven’s “String Quartet in A 
major. Op.18 No. 5", “String Quartet 
in F major. Op .59 No.1" and “String 
Quartet in C sharp minor, Op.131"; 
6pm; Jan 19 


■ PARIS 

CONCERT 

ThAfitre des Champs-Elys6es 
Tel: 33-1 49 52 50 50 

• Le Roi Roger: by Szymanowski. 
Concert performance by the 
Orchestra National de France, the 
Choeur de Ratio France and the 
Maitrisa de Radio France, 
conducted by Charles Dutoit 
SoJofets include Zoffa Kilanowicz, 
Wojdech Drabowtch, Ryszard 
Miniewtcz and Piotr Kustewicz; 8pm: 
Jan 19 

EXHIBITION 

Centre Georges Pompidou 
Tel: 33-1 44 78 12 33 

• Tony Cragg: display of some 40 
sculptures by foe Britsh artist, 
including four new works created 
especially for this exhibition; from 
Jan 24 to Apr 15 

Mus6e du Louvre 
Tet 33-1 40 20 50 50 

• UOeuvre de Limoges: axhfoition 
of some 140 medieval enamels tom 
the Limousin region. The major part 
of the exhibits comes from the 
Mus6e du Louvre and the 


Metropolitan Museum in New York; 
to Jan 22 


■ SAN FRANCISCO 

CONCERT 

Herbst Theater Tel: 1-415-398-6499 
• The String Trio of New York: with 
composer/pianist Anthony Davis 
perform Davis' “Sounds without 
Nouns" and classic jazz standards: 
8pm; Jan 20 


■ STOCKHOLM 

OPERA & OPERETTA 
KungBga Teatem - Royal Swedish 
Opera House Tel: 46-8-7914300 
• La Traviata: by Verdi. Conducted 
by Kjell Ingebretsen and performed 
by the Royal Opera Stockholm. 
Soloists include Lena Nordin. Carina 
Moiling, Stefan Dahlberg and Anders 
Bergstom; 7.30pm; Jan 19 


■ VIENNA 

CONCERT 

Konzerthaus Tel: 43-1-7121211 

• La Platica de Los Dioses: by 
Hidalgo and Duron. Concert 
performance by La Capella Rdal de 
Catalunya and Hesperian XX. 
conducted by Jordl Savall. Soloists 
include sopranos Montserrat 
Ftgueras and Isabel Alvarez, 
countertenor Carlos Mena tenors 
Lambert Cli merit and Francesc 
Garrigosa, and bass Daniel 
Camovlch; 7.30pm: Jan 20 
OPERA & OPERETTA 

Wiener Staatsoper 

Tel: 43-1-514442960 

• Tosca: by Puccini. Conducted by 
Simone Young and performed by 
the Wiener Staatsoper. 7.30pm; Jan 
19 


WORLD SERVICE 
BBC for Europe can be 
received In western Europe 
on Medium Wave 648 kHZ 
(463m) 


EUROPEAN CABLE 
AND SATELLITE 
BUSINESS TV 
(Central European Time) 
MONDAY TO FRIDAY 

NBC/Super Channel: 

07.00 

FT Business Morning 

10.00 

European Money Wheel 
Nonstop five coverage until 
14.00 of European 
business and the financial 
markets 

17.30 

Financial Times Business 
Tonight 

Midnight 

Financial Times Business 
Tonight 
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COMMENT & ANALYSIS 



Economic Viewpoint • Samuel Brittan 

Fear of something worse 

The big imbalances in Europe are related to the overvaluation of the D-Mark and 
would be even more serious if squabbling led to Emu being put on ice 


The failure of the German 
budget deficit - perhaps by a 
tenth of a percentage point - 
to fail to the Maastricht limit 
of 3 per cent of grass domestic 
product has provided a field 
day for Eurosceptics. The pub- 
lication of the postponed EU 
business survey will provide 
another. 

Mr Alexandre Lamfalussy, 
president of the European 
Monetary Institute, has tried 
to make a quick counter- 
attack. He does not. he has 
said, see any of the traditional 
early warning signals of a 
business cycle downturn, such 
as a worsening of profits or 
rising corporate indebtedness. 
He believes Germany is capa- 
ble of meeting the Maastricht 
criteria, perhaps in 1996 and 
certainly in 1997; and Prance 
is "not that far away". 

This is not 100 per cent con- 
vincing. Each slowdown has 
its own unique features and is 
not reliably signalled in 
advance. A more convincing 
answer would be that the 
Bundesbank (whose Council 
meets today) will relax its pol- 
icy enough to make sure that 
full recovery is resumed, 
despite continuing talk about 
the money supply and infla- 
tion, A more subtle point is 
that a full resumption of both 
German and European expan- 
sion depends on a reduction of 
the overvalued German real 
exchange rate. 

Meanwhile the pile-up of 
writings on Economic and 
Monetary Union continues. 
One outstanding publication 
should not be missed. This is a 
paper by Christopher Taylor, 
EMU 2000?, published by the 
Royal Institute of Interna- 
tional Affairs (10 St James's 
Sq, London SWlY 4LE). Taylor 
was the Bank of England's 
foremost expert on Emu and 
helped Lord Kmgsdown in his 
recent Emu report 

The case for a single cur- 
rency area is said to depend 
on the mobility of factors of 
production, the flexibility of 
prices and wages, openness to 
trade and diversity (not simi- 
larity) of production. The big- 
gest costs of a large currency 


area come from the possibility 
of asymmetric shacks - such 
as events like German unifica- 
tion or oil price upheavals, 
which make it more difficult 
to devise a single monetary 
policy for the whole area. 

Taylor distinguishes 
between an optimal currency 
area - which is best served by 
a single money - and a viable 
one where a single money is 
possible but not necessarily 
beneficial. He doubts if the 15 
EU members together (or 
fewer if Greece is subtracted) 
make an optimal or even a 
viable area. 

. But there is in his view a 
core of sis or seven countries 
such as Germany, its srnaiigr 
neighbours and perhaps 
France, that form at least a 
viable area. Its members are 
not more prone to asymmetric 
shocks than the states of the 
US; and there are not the big 
differences in institutions and 
mech anis ms which distin- 
guish. for instance, the British 
housing market from its conti- 
nental counterparts. 

The word “perhaps” before 
France is the biggest weak- 
ness of his study, as the 
author is aware. One problem 
is to assess how far French 
unemployment is structural 
and how Ear aggravated by the 
franc fort Another is the lack 
of fed among economists of 
the advantages of using "one 
money". The half per cent 
savings in transactions costs 
estimated by the Brussels 
Co mmiss ion from a European 
single currency is almost irrel- 
evant. as the main gains 
would be in escaping the vola- 
tility and unpredictability of 
separate exchange rates. 

Most economists agree that 
it would be mad to enter a 
currency area at a conversion 
rate which rendered whole 
swathes of national industry 
uncompetitive. This was the 
case with East Germany in 
1990 and to a lesser extent 
with Britain when it rejoined 
the gold standard at pre-war 
parities after both the Napo- 
leonic and the first world 
wars. But assuming the entry 
rate to be as reasonable as fal- 


lible humans can make it, are 
there any further losses from 
abjuring devaluation? 

The likely behaviour of a 
future European money has in 
my view to be contrasted not 
with ideal textbook floating 
but with actual market experi- 
ence. Since Italy was forced 
out of the exchange rate mech- 
anism, the lira has depreciated 
by about 35 per cent against 
the D-Mark, far more than any 
deterioration in relative cost 
levels. And it was only a 
decade ago that the dollar first 
doubled and then halved 
against the German currency. 
This is not to speak of the 
recent overshooting of the yen 
from which Japan is only just 
beginning to recover. 

There are perfectly good 
political grounds for the UK 
not separating itself too far 
from its European partners. 
But Taylor tries to find an eco- 
nomic rationale. His belief 
seems to be that Emu will 
happen and that Britain will 
lose more than gain by stay- 
ing outside. In the first place 
real interest rates are likely to 
be on average up to one per- 
centage point higher because 


of the risk premium on ster- 
ling. Then there is the damage 
to the City of London which 
could be quite s ubstantial if 
one differentiates between 
fund managers and security 
houses likely to benefit from 
Emu and short-term dealing 
institutions which are 
unlikely to do so. 

But above all he Is influ- 
enced by the UK’s earlier 
unimpressive record in main- 
taining price stability on its 
own and the fragility of the 
post-1992 arrangements. These 
“depend heavily on the will 
and priorities of the govern- 
ment of the day, as well as on 
the personalities of the Chan- 
cellor and Bank gover- 
nor . . . The new policy 
approach has not yet been put 
to a severe test". These points 
are made with much tact 

I would buy these argu- 
ments, even Hwwi ph they do 
not make as much noise as the 
dire warnings of Emu's oppo- 
nents. But Emu will not hap- 
pen without Germany. Until 
recently the German case for 
Emu was purely political. 
Nobody expected the “Euro" 
to be more stable than the 



GERMANY BECOMES UNCOMPETITIVE 
Unit labour costs in manufacturing 1 


Country 

1990 

Oct 1993 

Oct 1995 

France 

100.3 

103.9 

102.4 

Germany 

107.3 

125.1 

124 £ 

Italy 

93.7 

78.5 

77 & 

UK 

101.5 

92.3 

92.6 

Belgium 

93.4 

91.5 

39.3 

Netherlands 

84.3 

94.4 

91.5 

Sweden 

102.4 

77.5 

79.8 

Europe* 

100.0 

100.0 

100.0 

US 

69.9 

73.1 


Japan 

77.3 

121.3 


South Korea 

32J 

34.4 


Taiwan 

54.9 

59.4 
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D-Mark. Now. however, an 
economic case is emerging as 
a result of the uncompetitira 
uess of the German traded 
goods sector both in Europq 
and in the wider world. 

Eurosceptics might answed 
that in that case the Bundesj 
bank should simply loosen 
monetary policy enough tq 
cause the D-Mark to depred 
ate. Bernard Connolly, the El] 
official suspended for criticif 
sing Emu, maitpg the interest' 
mg point that there is nothing 
wrong with competitive devalj 
uation, as it simply causes 
countries to loosen monetary 
policy in the face of a della 
tionary threat. This might b^ 
true in a 1930s -type depres 
sion. But in today's condition^ 
uncoordinated national poli 
cies aimed at depreciatiod 
might create too much monev 
worldwide and renew thq 
inflationary danger. 

Moreover, it is unlikely tbai 
retaliatory actions - taken by 
countries which fear that theii 
competitors are undercutting 
them unfairly by currency 
depreciation - would stop or 
the monetary' side. Currency 
wars have usually been ar 
aspect erf trade wars, in whict 
restrictions on trade and capi 
tal movements have beeri 
imposed through either thq 
front door or the back. 

If German indastry feard 
competitive depreciation its 
safest course would be to join 
the largest attainable “zone of 
monetary stability". Italy and 
Spain are unlikely to meet thq 
stability conditions by 1999 
But if Emu is postponed thd 
momentum could be lost tq 
such such a degree that there 
would be no thing for them tej 
join later. 

Meanwhile, the conse 
quences of unilateral Germari 
action to try to remove its 
competitive disadvantage, noi| 
just against the US and south 
east Asia, but against neigh 
hours like Italy and Sweden 
and inevitable French determi 
nation not to lose out out ir 
the process - hardly bear con 
templation. They make tin 
risks and uncertainties ol 
Emu fade by comparison. 


BOOK REVIEW • Jurek Martin 

IT TAKES A VILLAGE: By Hillary Rodham Clinton 
Simon and Schuster, $20. 

Home thoughts of a 
former radical 



Hillary 
Rodham Clin- 
ton is seen by 
many of her 
detractors as 
an emasculat- 
ing feminist extremist intent 
on getting men out of their 
bars and boardrooms and into 
the nurseries and kitchens. But 
if they are prepared to take 
this book at face value, they 
would discover that she is a 
woman and a mother of rather 
conventional and traditional 
views. 

The First Lady is troubled, 
for example, by the impact of 
divorce cm children, not to the 
point of siting for an end to 
dissolution by consent but suf- 
ficiently to recommend manda- 
tory "cooling off" periods and 
more counselling for couples 
with children. She even 
approvingly quotes the obser- 
vation of Bill Bennett, high 
priest of US conservative val- 
ues, that “in terms of the dam- 
age done to the children of 
America, you cannot compare 
the hnmnsgvufll movement to 

what divorce has done”. 

She dislikes abortion when it 
is used, in effect, as a form of 
contraception. She has no 
problems with the introduction 
of the v-chip, which can block 
TV reception of violent or 
excessively sexual pro- 
grammes, and suggests fami- 
lies turn off their boxes once a 
week and talk to each other. 
She sees nothing wrong in 
tougher school discipline, even 
endorsing the use of uniforms 
“because they appear to dimin- 
ish the frictions caused by 
brand-name consumerism and 
gang identification”. 

So much for the radical Hil- 
lary’. though these are not the 
main messages of her book. Its 
title is derived from an old 
African proverb - “it takes a 
whole village to raise a child". 
She interprets this as a refer- 
ence not simply to parents and 
schools, but to every’ other con- 
ceivable aspect of society - 
extended families, friends, 
churches, businesses and, of 
course, government 

She mixes her thoughts on 


the roles all might optimally 
play with her own personal 
experiences both as a long- 
standing advocate of the rights 
of childr en and as a parent. 
She is entitled to speak with 
authority since the product of 
her own sometimes troubled 
marriage, daughter Chelsea, 
appears, on available evidence, 
happy and well-adjusted - no 
mean tribute to the strength of 
a family living in the White- 
water political fishbowl. 

Mrs Clinton herself comes 
from the sort of suburban, 
church-going nuclear family, 
with a father as the sole bread- 
winner. that is now often held 
up as a symbol of the golden 
age of the 1950s. She acknowl- 
edges its formative influence 
on her - so different from the 
broken home from which her 
husband came - but does not 
advocate rolling back the clock 
for the simple reason that no 
society can be static. 

Particular passions come 
through strongly. The provi- 
sion of childcare facilities, 
which she admires so much in 
France, is portrayed as a mat- 
ter of practicality not ideology. 
She cites a long list of compa- 
nies which have concluded 
that investment in day-care 
facilities for the children of 
their employees is "good busi- 
ness practice", but still worries 
that, in a “turbo-charged" 
economy, corporations too 
often overlook the conse- 
quences on those same chil- 
dren of some of their decisions, 
such as laying off workers. 

Sometimes she finds ideology 
transparently false. She con- 
trasts Richard Nixon's official 
reason for vetoing a federal 
childcare bill in 1971 - "it 
would commit the vast moral 
authority of the national gov- 
ernment to the side of commu- 
nal approaches to child rearing 
over and against the family- 
centred approach” - with mea- 
sures he was actually prepared 
to support These encompassed 
a whole range of tax deduc- 
tions. federal subsidies and 
construction assistance for 
new day-care centres for poor 
children. 


“Now." she concludes, "even 
these measures are controver- 
sial in some quarters.” And 
this leads Her into a stout 
defence ot guv eminent "i< a 

partner to, nut a substitute for. 
adult leadership and good citi- 
zenship" - an argument that 
her husband now uses almost 
daily in his budtfct battles. 

It was always suspected of 
Hillary Chilton that she was 
more radical than Bill - an 
impression re inferred, fairly, or ' 
otherwise, by the healthcare 
reform she helped design but 
which Congress killed in 1994. 
Perhaps that experience tem- 
pered her passions, except in 
her defence of children. Or per- 
haps it takes a former radical 
like herself to know one. as she 
certainly thinks she knows the ' 
present crop on the right. v. 

Whatever the truth, she now- 
casts herself in the “middle of 
the road” mainstream - "lib- 
eral in some areas, cooserva- 
tive in others, moderate in 
most, neither exclusively pro- 
nor anti-government. We 
respect the uuique power of 
government to meet certain 
soda! needs and acknowledge 
the need to limit its powers." 

If that is unexceptional, 
some criticism of her book is in 
order. Mrs Clinton writes like 
the lawyer she is and proves in 
the process that not all legal 
eagles, whatever their force of 
argument, compose words like 
Oliver Wendell Holmes. 
Because she ranges so widely 
and quotes extensively from so 
many sources, the book desper- 
ately needs an index and foot- 
notes. 

Her legion of unforgiving 
critics haw taken to suggest- 
ing that the book is just 
another ploy in the reinvention 
or St Hillary and that it would 
never have been published if 
she were somebody else. Yet 
the same might be said - but 
never Is - of any number of 
former first ladies who liave 
taken to print. The position is 
not a disqualification for 
authorship, or anything else. 

And Hillary Rodham Clinton 
does have something to say - 
if readers are willing to listen. 


FT 
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Multimedia is set to be one of the major growth industries of the next decade— but where will that 
growth take place? Increasingly the focus is turning to Asia, with its concentration of technological 
expertise and a young ambitious population, eager for entertainment and information. Now, as 
many Asian countries install state-of-the-art infrastructure systems, they could be achieving an 
ideal position to develop multimedia. Will they leap-frog the West to become the leaders in 
multimedia development and usage? Which companies will be the winner^? What role will China 
play? These and other questions will be addressed at the Financial Times Multimedia Conference 
in Korea, in association with the publishers of the leading Korean financial daily, Maeil Business 
Newspaper and TV. 

Topics include: 

★ South East Asia's role in the growth of multi-media 

★ Will Asian countries leap-frog the West and jump to the forefront of multimedia 
development? 

★ Financing infrastructure developments 

★ Will trade barriers impede the growth of Asian multimedia suppliers? 

★ Multimedia in China: tiger or paper tiger? 

-A- Who will be the winners in the multimedia revolution? 
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Study of fraud law problems already under way 


From Mr Stephen Silber QC. 

In your article “Accountants 
urge action to combat fraud 
‘menace’ " (January 10), you 
pointed out that the UK’s 
senior accountancy body had 
written to the home secretary 
urging him to consider setting 
up an independent panel to 
co-ordinate the fight against 
fraud. 

You might be interested to 
know that the Law 
Commission is in the process 
of a massive project 
investigating the law of 


dishonesty. We are doing this 
for a number of reasons. 

First there has been much 
criticism of the length and 
complexity of fraud trials: we 
are concerned to discover 
whether it might be possible to 
reduce the length and 
complexity of trials by 
simplifying the law. while 
always ensuring that the 
defendant is fully protected. 
Second, in the period since the 
enactment of the Theft Act 
1968 and the Forgery and 
Counterfeiting Act 1981. there 


have been radical and 
multifarious technological 
advances. In consequence, it is 
likely some acts of dishonesty 
might not be effectively 
covered by present legislation 
because parliament could not 
possibly have envisaged all the 
technical advances which are 
now creating such problems 
for the courts. Finally, we are 
very conscious that there has 
been much cogent judicial 
criticism about this branch of 
the law as being in urgent 
need of simplification and 


modernisation. 

We are very anxious to 
discover from as many people 
as passible what they consider 
to be wrong with the present 
law. We hope to produce a 
series of consultation papers 
and then, in the light of the 
responses, to produce a report 

Stephen Silber, 

Law Commission, 

Conquest House. 

37-38 John Street 
Theobalds Road, 

London WC1N 2BQ, UK 
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Further trip 
to Houston 
is advised 

From Dr Andrew Austin. 

Sir, I enjoyed reading Adam 
Hopkins’ letter from Houston 
(Travel: “The Acropolis of 
Texas”, December 9/10, 1995) 
which described bis trip here 
last April. Since his visit the 
1100 Lo uisiana building has 
been renovated, with a newly 
added Hibachi style top. 

The Holocaust Museum is 
ready to open, and the Menil 
Collection added a new 
building designed by Renzo 
Piano to house its Cy Twombly 
exhibit about a year ago. 

I look forward to Mr Hopkins' 
views an these new buildings 
when he has a chance for a 
longer visit 

The art car parade 
mentioned in the article is held 
each April, in conjunction with 
the Houston International 
Festival. Pictures can be seen 
on the World Wide Web site 
http://ww2jise.coin/artcare/ 
newimages/weekendJbtml or at 
http://www.panix.oom/oval/ 
artcars/roster/roster.hlxnL 

I would encourage all those 
Interested in seeing the world's 
largest assemblage of art care 
to visit Houston this April. 
However, visitors should be 
warned that “Dallas and Waco 
[are] almost within earshot” of 
Houston in the same way that 
Perth and Ulster are almost 
within earshot of London. 

Andrew Austin 
department of economics 
University of Houston 
Houston, 

Texas 77204-5882, 

US 


Germany's ‘soundly-based’ Emu plan 


From Professor Lucia Izzo. 

Sir. According to Professor 
de Grauwe (“Why the link 
should be cat", January 12) 
convergence criteria, 
established by the Maastricht 
treaty, for public budgets are 
not needed for the European 
central bank to be able to 
implement a low-inflation 
monetary policy. This is of 
course true, provided that 
public deficits are temporary 
and are expected to be 
accompanied by offsetting 
future government surpluses. 

To attract hinds, the 
government must offer lenders 
a prospective revenue stream 
from taxation net of 
(non-interest) expenditure 
sufficient to support the value 
of outstanding debt, l ike any 
borrower, the government can 
borrow only a limited amount 
in interest-bearing debts, 
determined by the m aximum 
present value of the 


prospective primary budget 
surpluses. 

Finance of a given public 
deficit, together with refinance 
of past accumulated deficits, 
requires prospective future 
primary surpluses that 
increase with the real rate of 
interest The consequence is 
that government's debt 
capacity Is sharply reduced if 
the real rate of interest gets 
persistently and significantly 
higher than the real rate of 
growth. Since the early 1980s. 
western Europe and North 
America have been confronted 
with this state of affairs. 

Professor de Grauwe's 
suggestion that fiscal 
retrenchment be postponed 
until the creation of the 
European central bank does 
not seem to be a possible way 
out, mainly because the high 
levels of the real rate of 
interest and of public debts are 
making the government 


borrowing capacity fast 
approach its limits in some 
countries. In others the limit 
has already been reached. 

No wonder the German 
government is moving to fulfil 
the Maastricht pledge 
(inducting giving up the 
D-Mark and Bundesbank) by 
requesting that future Emu 
partners subscribe to a pact of 
fiscal stability before gaining 
access to Emu. It is therefore 
surprising that Professor de 
Grauwe suggests the German 
government’s attitude is a 
strategic move to ensure 
monetary union does not 
materialise. We should hail the 
German government's attitude 
as being the only possible 
serious approach to a 
soundly-based Emu. 

Lucio Izzo, 

Catholic University of Milan, 
via Metei d'Eril 7, 

20154 Milan, Italy 


UK chancellor’s reputation enhanced 


From Dr John Wells. 

Sir. Martin Wolf (“A gamble 
with stability", January 16) 
surely errs In criticising the 
UK chancellor of Use 
exchequer for resisting 
pressures for higher Interest 
rates last May. “His decision 
tunned out to be right, but was 
still a mistake,” he says - the 
reason being that risks were 
allegedly taken with the 
government’s counter- 
infiationary credibility. 

But, surely, the chancellor's 
reputation has been enhanced 
by his capacity to interpret 
current economic develop- 


ments correctly. One need look 
no further than the reputation 
of the Governor of the Bank of 
England - and of those on the 
opposition front bench who 
appeared to support hi pi - to 
see that 

Moreover, inflation 
expectations implicit in gilt 
yields at the three-year horizon 
have fallen since May. And. 
while the differential between 
10-year gilts and D-Mark bunds 
may have risen slightly, this 
may reflect factors such as the 
persistent weakness in the UK 
balance of payments and. the 
need for future sterling 


depredation to offset UK 
non-price disadvantages in 
international trade. 

It will surely take manv 
years to build the UK’s 
counter-inflation credibility. 
However, such a process will 
not be helped If the authorities 
always refrain from giving the 
markets a lead and if their 
interpretation of economic 
events proves faulty. 

John Wells, 
faculty of economics, 
University of Cambridge. 
Cambridge. CBS 9DD, 

UK 
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The high-tech 
roller-coaster 


It is tempting; to see the sharp 
rises and falls in the prices of 
biotechnology stocks as a sign of 
speculative fascination with an 
essentially immature sector. 

Yet the chips made by Intel - 
the latest victim of the technology 
roller-coaster after it reported 
lower than expected fourth-quar- 
ter earnings - are as much a part 
of the industrial landscape as steel 
in the 1890s or cars in the 1960s. 

Very rapid revenue growth pro- 
duces wide share-price fluctua- 
tions, as the market reacts to 
changes in future gamin g* expec- 
tations and discounts them into 
today’s values. The Intel case 
illustrates that even one of the 
best-managed high-tech companies 
is vulnerable to big swings of sen- 
timent 

It also indicates how important 
a company's ability to shape its 
business environment is to its val- 
uation. Intel owes its success to its 
control over the xS6 microproces- 
sor architecture, the building 
block for today's personal com- 
puter industry. It has maintained 
that control in the face of rival 
“clone” chips by assiduous mar , 
keting and innovation. 

It is not surprising, therefore 
that investors took fright at the 
company's fourth-quarter earn- 
ings. In microprocessors, there is 
little sign of erosion of market 
position. But the company has 
increasingly been expanding into 
areas in which it does not 
possess the same advantages. For 
example, it combines its own chip 
swith those of other makers 
toproduce fully assembled per- 

Time 


On Friday. MPs have another 
chance to debate the recurring 
question of whether the UK 
should move forwards one hour 
onto Central European Time. In 
voting on the second reading of 
Mr John ButterfilTs British Time 
(Extra Daylight) bill they should 
have little hesitation in recom- 
mending that it does. 

The harsh reality is that there 
are not enough hours of daylight 
in the UK’s winter. Unless the 
earth tilts on its axis, that will 
remain the case. The question is 
when during the day the few 
hours of feeble light would be 
most useful. 

Mr ButterfiU wants the country 
to stay with British Summer Time 
(Greenwich Mean Time plus one 
hour) during the winter and to 
adopt “double summer time" - 
GMT plus two hours - in summer. 
The change would bring the UK 
into line with the rest of Europe. 

That alone is reason enough to 
make the change, given the bene- 
fit to communications and travel 
with Asia as well as with conti- 
nental Europe. In addition, the 
Royal Society for the Prevention 
of Accidents has long argued that 
people are more at risk travelling 
home in the dark than they are 
going to work. Latest estimates 
suggest that the move to Central 
European time could save nearly 
700 pedestrian deaths and serious 
road injuries a year, and cut more 
than £250m a year from heating 
and lighting bills. Some also esti- 
mate that the change would boost 


sonal computer circuit boards. 

These allow small companies to 
produce cheap, high-quality PCs. 
generating immediate profits for 
Intel and helping to entrench the 
Intel standard (as Apple’s woes 
amply testify). Yet this approach 
erases barriers to entering the PC 
business, contributing to market 
instability. 

In the fourth quarter. Intel itself 
was caught by that instability. PC 
sales were below the company's 
expectations, leaving it with 
excess supplies of bought-tn com- 
ponents. The surplus memory 
chips are “commodity" compo- 
nents, subject to short-term 
swings in price; recently that price 
has fallen, hurting Intel's results. 

There are a few lessons from 
this tale. First, investors should 
make sure that in valuing a com- 
pany which possesses a propri- 
etary technology they are not 
exaggerating the portion of the 
company's namings to which that 
price protection applies. 

Second, they should worry that 
the commodity semiconductor 
cycle, which has largely favoured 
producers in the last few years, 
may now be becoming more of a 
buyer’s market And third, when 
judging a high-tech stock what 
matters Is not just the underlying 
growth in product demand but 
also the company's ability to 
extract earnin g* from every dollar 
of those revenues. When all high- 
tech stocks were rising together, 
that consideration was often over- 
looked. Now. with many down by 
half from their hi gh* of last sum- 
mer, it is of critical importance. 


warp 

annual tourist spending by Elbn. 
Polls show more than two thirds 
support a change. 

Against those arguments are the 
pleas of postal workers and others 
working outside who will face 
darker mornings. And there is the 
Scottish problem. As Scotland is 
further north than the rest of the 
UK, in winter the sun would not 
rise until nearly 10am. 

However, even in Scotland, not 
everyone is opposed to the change. 
A 1992 opinion poll in Scotland 
showed 50 per cent support for 
change, up 12 percentage points 
on 1989, although a poll last 
month showed 55 per cent against 
Farmers, among those most con- 
cerned, are more flexible than 
many workers. An experiment 
with double dimm er time 25 years 
ago was halted after the death of 
several Scottish children on the 
way to schooL However, children 
are at more risk in the evening 
when they may be tired, or may 
be travelling to leisure activities. 

In response to Scots who oppose 
a change, some suggest that Scot- 
land should have its own time 
zone. This is undesirable, but it 
would still be preferable to aban- 
doning the plan. A separate zone 
does not imply a separate country, 
as some Conservative MPs fear. 
The US and Canada each have six 
zones (including the Aleutian 
islands and Hawaii), Australia 
three (not including Lord Howe 
island), and Russia 1L Widespread 
support for the bill reinforces the 
case for a change. 


China’s curbs 


needs to heed the 
read condemnation of its 
a this week to clamp down 
sign economic news ser- 
The measures are deplor- 
at only on grounds of prin- 
They show a failure by 
r to grasp basic realities 
d by its move towards a 
jpen. market -based econ- 

hina itself risks losing most 
ich myopia. 

nercial. rather than pouti- 
itives appear to have been 
lost in the decision. It owes 
o envy in Xinhua, the offi* 
■u's agency, at the rapid 
ion in China of interna- 
business information pro- 
such as Reuters. By acqrnr- 
. right to •‘supervise" their 
ons, Xinhua can now insist 
iare of their local revemms. 
ially, Beying has justified 
mpdown on grounds of safe- 
qb national sovereignty, 
ngoistic rhetoric doubtless 
win support from reactwn- 
rd-liners in China’s leader- 
t is less clear whether it 
* a drive to manipulate or 
is economic data. Their dis* 
itiou has hitherto been 
free of restrictions, appar- 
ecause the authorities have 
tow deemed them to be 
dlv innocuous, 
growing proliferation of 
itive deliver)’ channels, 
prompted Xinhua’s defen- 
etion, would almost cer- 
frustrate any attempt at 
atic censorship. However. 


new powers to punish providers of 
information which “slanders or 
jeopardises" C hina ’s interests are 
an open invitation to abusive offi- 
cial intervention. 

Unimpeded flows of information 
are the lifeblood of modern econo- 
mies. By applying a crude tourni- 
quet to one of its main arteries, 
Beijing has not only dealt a blow 
to confidence among foreign inves- 
tors. It also threatens to stifle the 
development of China’s f ledgling 
financial markets and to handicap 
the operations of export indus- 
tries. on which much of its pros- 
perity depends. 

Politically, the clampdown 
sends troubling signals to the rest 
of the world. It contradicts recent 
pledges by Chinese leaders to ach- 
ieving greater economic transpar- 
ency. De cisiv e improvements on 
that front are an essential pre-con- 
dition of China’s entry into the 
World Trade Organisation. This 
week’s measures raise doubts 
about Beijing's commitment to 
joining the WTO - and to integrat- 
ing with the global economy. 

It is to be hoped that the clamp- 
down is the product of commercial 
gfhgming by Xinhua, rather than 
of a more fundamental policy 
shift. If Beijing is to repair the 
damage, it needs to review the 
agency’s role. An antiquated pro- 
paganda machine, answerable to 
Communist party bosses, Xinhua 
has no place in a modernising 
economy - still less any right to 
monopoly control over business 
data. 


On a collision course 

Record numbers of foreigners are investing in Tokyo while Japanese 
institutions are queuing up to sell stocks, says Gerard Baker 


T he Japanese have an 

insatiable desire to hear 
what foreigners think of 
them. Most have a 
similar yearning for 
expert financial predictions. Small 
wonder, then, that they sat in rapt 
attention this week in Tokyo while 
Mr George Soros, the financial 
guru, discussed the prospects for 
the Japanese stock market 
Mr Soros duly joined the ranks of 
those foreigners who believe that 
Japan's long financial decline may 
be over. Japanese equities, he said, 
were among the best investment 
prospects for 1996. 

But while his Japanese audience 
appeared eager to bear his words, 
they show no obvious sign of pre- 
paring to act on them. For Mr 
Soros's visit underlined the continu- 
ing divergence between interna- 
tional observers of Japan - who are 
highly optimistic and willing to 
invest there - and Japanese inves- 
tors, who remain determinedly 
on the sidelines. 

The tension between these con- 
flicting views has been the central 
feature of the stock market in the 
last year. It has now reached a criti- 
cal phase, whose outcome will 
determine the direction of the mar- 
ket for the rest of this year. 

On first inspection, the verdict of 
Mr Soros and other foreigners 
seems justified. For the past six 
months, almost unnoticed, the Japa- 
nese stock market has been in its 
most impressive bull period since 
the collapse of the bubble economy 
six years ago. Since last July, when 
the market hit a three-year low. the 
Nikkei 225 index of leading stocks 
has jumped by more than 40 per 
cent It closed 1995 on its highest 
end-of-year level for four years, and 
began the New Year in similar vein. 

The increased confidence has 
been reflected in a strong recovery 
in market activity as well as in 
prices. In the last six months of 
1995, average daily trading volumes 


on the exchange rose to levels not 
seen since 1990. 

The rally has convinced many 
analysts and investors that the long 
decline of the post-bubble era, when 
prices fell by almost 60 per cent in 
three years and then stagnated for a 
further three years, is at an end. 

A range of positive economic sta- 
tistics is usually cited as being 
responsible for the rally. Confidence 
In the country’s overall prospects 
has clearly improved in the last six 
months. A series of figures at the 
end of last year suggested produc- 
tion was beginning to climb out of 
its four-year trough. Most forecast- 
ers expect economic growth this 
year of between 2 and 2.5 per cent, 
which, if it is achieved, would be 
the fastest since 1990. 

Corporate profits have already 
anticipated that gentle recovery. In 
the six months to the end of Sep- 
tember last year, pre-tax profits 
showed their first significant rise 
for five years. And those gain* were 
achieved not thanks to growth in 
sales, but to underlying improve- 
ments in profitability. Price cutting 
and continuing weak demand left 
turnover slightly lower than in the 
same period a year earlier, while 
pre-tax profits at quoted companies 
rose by more than 23 per cent fol- 
lowing corporate restructuring. 

Repeated interest rates cuts by 
Japanese authorities anxious to 
s timula te demand have also encour- 
aged an improving investment cli- 
mate for stocks. Short- and 
long-term interest rates are at 
record lows, which has increased 
the attractiveness of equities. 

Also, the long hanking- crisis that 
has hung menacingly over the econ- 
omy for the last two years seems to 
be liftin g as the bigger b anks pre- 
pare to write off a substantial part 
of their non-performing loans. 

But none of these factors is really 
sufficient to explain why stock 
prices should be soaring. Similar 
optimism has been apparent on sev- 


eral occasions in the last few years 
but has failed to produce the sort of 
rally now in progress. And, in spite 
of the improvements, valuations of 
Japanese stocks still look very high 
by most international standards. 

The explanation most widely 
favoured among analysts in Tokyo 
for the current surge is liquidity. 
The monetary easing of the last 
year is said to have injected extra 
liquidity into the financial system. 
Narrow money supply is growing 
rapidly and cash balances are 
piling up. Low interest rates have 
left much of that money looking for 
a profitable home. 

“The combination of surging 
liquidity and decent earnings 
momentum could act like rocket 
fuel for equities." says Mr Peter 
Tasker, head of equity strategy at 
Klein wort Benson in Tokyo. 

But so far domestic liquidity has 
not been the driving force behind 
the sharp rise in stocks. Japanese 
money is still being drained from 
the stock market; the real demand 
has come entirely from overseas. 

Foreigners bare been buying Jap- 
anese stocks as never before. In the 
last six months, they made net pur- 
chases of more than Y3.O0Obn of 
Japanese equities, the highest six- 
monthly figure recorded. Foreign 
ownership of the stock market has 
risen to a record level; nearly 9 per 
cent of Japanese equity is now in 
the bands of foreigners. 

That money has been driven to 
Japan partly by growing concerns 
about financial instability else- 
where in the world. Diminishing 
expectations of further gains on 
Wall Street and in Europe have 
highlighted the attractions or 
Japan, where stocks have lan- 
guished for so long that they have 
begun to look cheap. 

“The Japanese market has looked 
like a laggard compared with for- 
eign markets," says Mr Chisato 
Hagan uma, strategist at Nomura 
Research International in Tokyo. 


“So foreign investors are likely to 
be net buyers." 

But as that “wall of money" has 
arrived in Tokyo, it has crashed up 
against a wall of equity coming the 
other way. Almost all categories or 
Japanese investor are as anxious to 
leave the market as the overseas 
investors are io arrive. 

The key to where the stock mar- 
ket goes from here lies in the out- 
come of that financial tussle. In the 
last six months the weight of over- 
seas buying has more than offset 
domestic selling, and the market 
has risen, but that now looks as 
though it may change. 

M any institutional 
domestic investors, 
tempted by high 
prices as they 
approach their 
finan cial year-end in March, will be 
especially eager to step up tbeir 
selling over the next two months. 

The most important group of Jap- 
anese investors, the life insurers, 
seem certain to escalate their dump- 
ing of equities. They still own 
almost 10 per cent of the total mar- 
ket and are looking to reduce that 
share drastically. Their problem is 
twofold. Most of them currently 
have not realised sufficient returns 
on their investments to meet liabili- 
ties to their policyholders. They 
have averaged returns of just 3 per 
cent in the last few years, against a 
guaranteed rate of return for their 
policyholders of over 4 per cent. 

More pressing still, in the next 
two months a much larger than 
average number of their policies 
will mature, the result of a big 
increase in policies issued in the in 
the frenetic 1980s. 

To meet those demands, the 
insurers must sell off tbeir stocks, 
and replace them with less risky 
assets. They currently hold 30 per 
cent of their assets in equities and 
foreign securities when the need for 
guaranteed returns suggests they 


should probably be bolding none. 
They have already increased their 
equity sales in the last few months. 

For banks, the largest group of 
investors, the immediate problems 
may be even greater. Must of them 
are committed to big write-offs of 
bad debts in this financial year. To 
achieve that they will need to real- 
ise profits on a huge block of their 
stock holdings. Banks have pro- 
vided domestic support for the m;ir- 
ket in the last few years as they 
have taken up some of the shares 
unloaded by other groups, hut that 
now looks likely to change. 

Since there is little sign of a sus- 
tained pick-up in equity interest 
among the other types of investur. 
the downward pressure on the mar- 
ket from Japanese investors seems 
certain to grow. The evidence so far 
this month has been that foreigners 
still seem anxious to take up the 
offered shares, but as the flow gets 
stronger, the attractions of buying 
Japanese equities will diminish. 

"There is a question mark over 
how long foreigners will remain 
net buyers." says Mr Pelham Smith- 
ers. strategist a i 1NG Bttrmgs in 
Tokyo, "and over whether domestic 
investors will become forced sellers. 
The last six months have seen (he 
easy gains. It is going to get a lot 
harder from here." 

The basic problem is nnt simply 
an aversion to risk on the part of 
Japanese investors, although most 
domestic investors certainly are 
still cautious. The real cause uf the 
tension is the fundament'll weak- 
ness of the country's leading finan- 
cial institutions and the pivotal role 
they play in the Japanese equity 
market. Most of them remain chron- 
ically undercapitalised, and bur- 
dened with non- and under-perform- 
ing assets from the years of excess 
in the late 1980s. Until those assets 
are finally removed from their bal- 
ance sheets, they will always 
threaten any early end to any recov- 
ery in the Japanese stock market. 
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Singapore 
slung out 

■ It was a "defining moment in 
history” according to the 
progovEroment Straits Times, 
which wrote a leader oh New 
Year's Day celebrating the fact 
that the island republic had been 
promoted to the ranks of the 
developed nations. 

But before you could say per 
capita GDP, some party-poop ere in 
France stepped in to spoil the fun. 

Three years ago, the Paris-based 
OECD had already told its 
members that aid to Singapore 
should no longer be counted as 
“official development assistance”. 
Last May. the organisation 
signalled that Singapore would 
move off the “developing” list from 
the beginmng.of 1996. 

Butit was only in the last few 
days that officials had actually set 
out to discover what their new 
status might mean. 

To their dismay, the OECD 
informed them that tbeir country 
■was not yet developed. It had 
simply been redesignated, a “more 
advanced developing country" - a 
“dynamic nomuember economy” or 
a “country In transition", for short. 
- Perhaps the biggest surprise is 
that the attainment of developed 
nation status was reckoned to be 
cause for celebration in the first 
place. 

• All sorts of goodies on the aid 
and tariff front would presumably 


disappear in a puff of crank** 


Two for one 

■ Today's vote by Greece’s 
Socialist MPs for a new prime 
minister to succeed Andreas 
Papandreou is ffkely to be a 
close-run affair. . 

Of tiie four candidates, Costas 
Simitis. the ex-industry minister. 
has been campaigning unofficially 

for the past year. 

But the other front -runner, 

GerasimoB Arsenis, is gaining - 
ground fast 

Both men are former economy 
ministers. But when it comes to 
pulling the Greek budget into 
shape, Arsenis has the edge- He 
can after all call on bis wife far 
help. 

A Princeton-trained economist, 
Louka Katseh - who kept her own 
surname under a law introduced 
by the Socialists in the 1980s- was 
appointed special economic adviser 
to the prime minister by 
Papandreou. 

She keeps a low profile, but has 
helped boost relations between the 
Socialist government and Greece’s 
Federation of Industry. 

Busmessnen now appear 
convinced that the Socialists have 
abandoned their statist ideas and 
private investment is soaring. 

Even Greek shipowners are no 
longer afraid these days of setting 
□pat home. 

Ms Katseli has been putting in 
longhorns in the past few weeks. 


helping to polish her husband’s 
Image. 

No wander. If Arsenis wins, she 
keeps her job. 


Searching question 

■ The term “headhunter” has 
somewhat different connotations in 
Russia’s lawless corporate world 
from those it has in the west 

Bat the more respectable 
practitioners of the art will 
doubtless be queuing up to offer 
their services to Anatoly Chubais, 
the ferociously dynamic economic 
reformer, who has just fallen 
victim to President Boris Yeltsin’s 
re-election strategy. 

Chubais certainly has an 
impressive CV for someone just 
turned 40. 

Apart from master minding the 
biggest privatisation programme in 
history, Chubais has also achieved 
the seeminghr-imposable In 
bringing Russia's once roar-away 
inflation to heeL 

The principal snag is a paucity of 
suitable openings. Unlike Britain. 
Russia has few merchant banks to 
offer redundant politicians a 
lucrative rest home. 

About tire only challenge big 
enough for Chubais would be for 
him to turn poacher and start 
running Gazprom, the giant energy 
company which owns a third of the 
world’s gas. 

Chubais would first have to 
explain, though, why as deputy 
prime minister he wanted to tax 


them into the gro und. 


Silver lining 

■ The ousting of Captain 
Valentino Strasser as Sierra 
Leone's head of state, in a 
bloodless coup on Tuesday, has 
caused barely a ripple in the 
beleaguered West African state. 

Not so, however, among the 
country’s national soccer side, 
currently competing the 
co ntinental championship in South 
Africa, 

S tra ss er is a fana t ic al 
football supporter, who regularly 
trained alongside the national 
squad and personally instructed 
them before matches. 

Until recently rank outsiders, the 
Leone Stars currently lead their 
group in the competition. 

It is unclear, as yet, whether 
S Sasser's replacement - thought 
to be his number two. General 
Julius Maada Bio - will be quite as 
supportive. 

At least losing power offers one 
consolation. Strasser, who was 
expelled quietly to neighbouring 
Guinea, will have plenty of time to 
travel down to South Africa to 
cheer on his side. 


Today’s thought 

■ Overheard at a highbrow 
conference: “Deep, deep down 
journalists are really very 
superficial” 



100 years ago 

Hard on the Boers 
Some of the Paris papers 
interested in finance are 
beginning to show a healthy 
irritation with regard to the 
interruption of development in 
the Transvaal caused by the 
political crisis and the 
subsequent labour disturbances. 
The “Paris Bourse" is 
particularly hard upon our good 
friends the Boers. In an article 
upon “Boer Duplicity**, the 
following passage occurs;- The 
truth is that the Boer people, of 
whom the majority - say, 
nine-tenths - are ignorant of 
reading and writing, arc two 
hundred years behind the times, 
and that they have only 
assimilated the vices and defects 
of civilisation." We do not 
remember seeing anything quite 
as strong as this in the most 
Jingo English journal. 


50 years ago 

Peseta not to be devalued 
Madrid: The Director of Spanish 
Foreign Exchange Control 
denied in a Press statement that 
the Spanish Peseta would be 
devalued. No change whatever 
would be introduced in its 
quotation, he added. 
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Court bars live TV coverage 
of Berlusconi bribery trial 


By John Simkins m Milan 


Mr Silvio Berlusconi, the media 
magnate and former Italian 
prime minister, spent much of 
his first day in court yesterday 
listening to arguments about 
whether his trial on corruption 
charges should be on live televi- 
sion. 

Using an analogy which came 
naturally to the owner of 
AC Milan, the soccer team. Mr 
Berlusconi had previously 
suggested that TV coverage 
would serve as a referee to replay 
events in what he r-lanrs is a 
politically motivated trial. 

But yesterday, his lawyer and 
most of the advocates for the 
other 10 defendants facing 
charges of bribing financial 
police, objected to live coverage 


of their performance. The even- 
tual rulin g was that live radio 
coverage was acceptable, but 
television viewers would only get 
recorded broadcasts. 

When It came to his turn to 
speak, Mr Berlusconi, who was 
one of the few defendants present 
and whose Fininvest business 
empire controls three television 
channels, said he realised that 
his “personal interests” in receiv- 
ing maximum publicity had to be 
set aside. 

The four charges faced by Mr 
Berlusconi relate to bribes total- 
ling L380m ($240.0001 allegedly 
paid to members of the Guardia 
di Finanza. the financial police, 
to secure favourable inspections 
of the books of companies In his 
Fininvest empire. 

The 10 others accused were his 


brother Paolo, four Fininvest 
executives and five Guardia di 
Finanza members. Mr Silvio Ber- 
lusconi has consistently denied 
knowing about payments made 
by his brother Paolo and the 
head of Finlnvest's tax depart- 
ment to the financial police. 

Mr Berlusconi, elegant in a 
dark, double-breasted suit, 
arrived at 9.30am clearly deter- 
mined to Show no at his 

court appearance. 

The hearing took place in the 
"ex-minare" courtroom, so called 
because it is used to host juve- 
niles' hearings. 

Although one of the larger 
courtrooms, it contains only five 
rows of seats. As a result of the 
shortage of space, some journal- 
ists were forced to sit behind the 
bars of a secure cage designed to 


hold violent defendants. 

Mr Berlusconi left the law 
courts in the middle of the after- 
noon. but not before he had held 
a long, impromptu press confer- 
ence in the corridors during a 
recess, shaking hands with well- 
wishers and discussing the mer- 
its of political reform. 

Asked what it felt like to be a 
f earner prime minis ter subjected 
to hours of preliminary proceed- 
ings in a corruption trial, Mr Ber- 
lusconi said: “I already knew 
what was required by the hear- 
ings. They take a long time, there 
is nothing new in that* 

After further discussion of 
legal procedure, the case was 
adjourned until next week. 


Phone taps cause uproar in land 
of paparazzi, Page 2 


German reforms 
would reduce top 
rate of income tax 


Republican report 
urges low-rate tax 
to boost US growth 


By Peter Norman in Bonn 


The German government is 
considering income tax reforms 
that would cut top rates in 
return for the elimination of 
many tax privileges. 

A statement of intent on 
reforming the tax system would 
be an attractive option if the 
government decided that mea- 
sures to boost growth and 
employment were likely to fan 
short of growing public expecta- 
tions. 

The present system has a top 
rate of 53 per cent In addition, 
there is the hated solidarity sur- 
charge to pay for the reunifica- 
tion of west and east Germany 
which boosts tax bills by a fur- 
ther 7.5 per cent 

Long-running investigations of 
the tax affairs of Steffi Graf, the 
tennis star, and her father have 
fostered a widespread belief that 
the system is unfair. It is also so 
complex that even experts have 
dlfihmlty understanding it 

The plan envisages that pro- 
posals should be made after 
March 24, when stale elections 
take place in Baden-Wfirttem- 
berg, Khineland-Palatinate and 
Schleswig-Holstein. 

Apart from a state election in 
Hamburg, Germany would then 
enter a long election-free period 
until the end of the present coali- 
tion government's term in 
autumn 1998. That would leave 
time for the complex negotia- 
tions that would be required to 


get a simplification of Ger- 
many's complex tax system 
passed in both house of parlia- 
ment. In the Bundestag, the 
lower house, Chancellor Helmut 
Kohl's coalition has a slim 
majority, while In the Bnndes- 
rat, the second chamber, state 
governments controlled by the 
opposition Social Democrats 
have a majority. 

An alternative approach would 
be to make a preliminary 
announcement of tax reform 
plans at the end of this month, 
when die cabinet is due to agree 
the government's annual eco- 
nomic report as weU as an 
“action programme” to boost 
growth and employment. 

Mr Gftnter Rexrodt, economics 
minister, indicated the pro- 
gramme should encourage com- 
pany startups, strengthen capi- 
talisation of easting enterprises, 
reduce non-wage labour costs, 
cat subsidies and continue to 
reduce the share of state spend- 
ing in gross domestic product. 

Some tax changes have already 
been signalled, including abaft- - 
turn of the local trading capital 
tax and tax holidays for new 
companies. 

But important parts of the 
package, such as wage restraint, 
are outside government control. 
Also, many flgfadia are stfil sub- 
ject to negotiation among the 
coalition parties and employers 
and trade union representatives. 


By Michael Prowse 
In Washington 
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French recognise gangsters 
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the ninth edition in 1986, and 
they have just finished scrutinis- 
ing the letters “f” and “g". 

The Academic argues that the 
new version of the dictionary 


will be substantially larger than 
its predecessor, with 55,000 
words compared to 35,000 in the 
eighth edition. 

It has set itself a demanding 
deadline of 2000 for completing 
the project 


The US should tax income at a 
single low rate as part of a radi- 
cal overhaul of tax policy 
designed to stimulate economic 
growth, a commission headed by 
Mr Jack Kemp, a leading Republi- 
can strategist said yesterday. 

The commission’s report, 
which follows months of public 
hearings, will add fuel to an 
intense debate on tax policy 
among Republican presidential 
candidates. 

Mr Phil Gramm, the Texas sen- 
ator. yesterday sought to outbid 
Mr Steve Forbes, the millionaire 
publisher, by proposing a flat tax 
of 16 per cent on all incomes. Mr 
Forbes has made a flat tax of 17 
per cent the cornerstone of his 
presidential campaign. 

The tax reform report was com- 
missioned jointly by Mr Robert 
Dole, the Senate majority leader 
and front-runner far the Republi- 
can nomination, and Mr Newt 
Gingrich, House Speaker. Mr 
Dole has criticised Mr Forbes's 
tax proposals. 

However, in a foreword to the 
report, he and Mr Gingrich come 
close to endorsing a single tax 
rate, saying they favour a tax 
system that is “fairer, flatter and 
simpler". 

Mr Kemp's report is notable far 
its soaring rhetoric: it provides 
one of the strongest defences of a 
free market vision of society 
since the Reagan era. The goal is 
not to propose specific legislation 
but to lay a conceptual founda- 
tion for a future tax reform that 
will "ensure the greatest possible 
opportunity for all Americans to 
work, save, invest and reach 
their potential". 

The result is perhaps the most 
radical tax plan seen in Washing- 
ton since the enactment of in- 
come tax in 1913. The report says 
the federal tax code should be 


"repealed in its entirety” because 
it is “impossibly complex, outra- 
geously expensive, overly intru- 
sive, economically destructive 
and manifestly unfair ” 

In its place the US should: 

• Adopt a single, low tax rats 
with a generous personal exemp- 
tion to lower the burden on work- 
ing families; 

• Eliminate all disincentives to 
saving and investment, including 
the double taxation of dividend 
and interest income; 

• Allow a full deduction for pay- 
roll social security taxes - a mea- 
sure that would offer benefits for 
middle-income famili es; 

• Ensure stability of taxes by 
requiring a two- thirds "super-ma- 
jority” vote in Congress for 
increases in tax rates. 

The report also advocates the 


Radical overhaul sought ■■■— Page 6 


scrapping of nearly all tax breaks 
for special interests, but equivo- 
cates on the two of the largest 
and most popular deductions - 
those for mortgage interest, and 
charitable contributions. 

Arguing that the US needs an 
extension of home ownership and 
more private giving, it invites 
debate over the “best way to pro- 
tect these institutions and pre- 
serve the values they represent”. 

The commission expresses con- 
cern that Americans are not sav- 
ing enough and urges policies 
that “win result in people taking 
more responsibility for their own 
retirement saving” - a veiled 
plea far the partial privatisation 
of the publicly funded pension 
system. 

While long on rhetoric, the 
report provides no cost estimates 
and makes no effort to show that 
the proposed changes are consist- I 
ent with the parallel Republican 
objective of achieving a balanced 
federal budget by 2002. 


WEATHER 


Europe today 


High pressure over Russia and Scandinavia 
will keep the continent mainly dry. Southern 
and western France and the southern 
Benelux will have sunny periods. Elsewhere, 
low cloud and fog will dominate. Northern, 
eastern and central Europe will be frosty. 
Western and south -western Europe will stay 
relatively mild but rather odd with persistent 
fog patches. A frontal system over the 
Atlantic will stall across the western parts of 
the British Isles, producing rain in western 
Ireland and Scotland. Portugal will remain dry 
but Spain's east coast will have showers. 

The eastern Mediterranean wifl stay unsettled 
with numerous showers in Cyprus and 
Turkey. 













five-day forecast 


Increasing high pressure over Scandinavia 
and strengthening low pressure over the 
Atlantic will result in an easterly air flow 
drawing cold air from Russia towards the 
west This will give frosty conditions in much 
of Europe, except for the Mediterranean, the 
south-west British Isles, south-western 
France and Portugal. These areas will be 
mild with rain. 
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THE LEX COLUMN 


Russian roulette 


President Boris Yeltsin is not exactly 
the darling of the west On top of the 
bloody fighting in Chechnya, be has 
sacked one of the west's favourite min- 
isters, Mr Anatoly Chubais, the pro- 
market deputy prime minister. Per- 
versely, though, the ministerial clear- 
out may be good news for investors: it 
makes sense only if Mr Yeltsin plans 
ta stand for re-election. And for all his 
I faults, be represents the best chance 
of avoiding a Communist victory in 
June's presidential elections. 

With Mr Chubais gone, structural 
reforms like privatisation, shaking up 
the tax system and opening up trade 
will probably shift to the back burner. 
But in the preelection period which 
matters, it is unlikely to herald a 
major economic U-turn. Although Mr 
Yeltsin will doubtless do what he can 
to pat money into voters’ pockets, he 
has little freedom to let the economy 
rip: the budget is already fixed. More- 
over the central bank governor is 
likely to resist any attempt to start 
printing money again 

This explains why the rouble and 
the debt market have taken Mr Chu- 
bais' departure in their stride. And 
although the stock market has lost T‘i 
per cent, this has simply reversed 
some of its optimistic New Year rally. 
The basic question for investors 
remains the same: who will win In 
June? If it is Mr Yeltsin, the equity 
market - which looks extremely cheap 
on fundamentals - is likely to see a 
flood of foreign investment. But if it is 
the Communists, the consequences 
could well be dire. It is a high-risk, 
high-return bet 
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It is hard to see why sporting bodies 
should be restricted in bow they sell 
TV rights. Makers of films, soap 
operas and news programmes are not 
The argument that sport is such an 
essential commodity that it most he 
provided free does not stack up. More 
basic commodities like water are not I 
free. 

Nor is it as though sporting bodies 
want only to maximise profit. They 
are also concerned to boost exposure. 
Sometimes that means selling the 
rights to the BBC or IT V, which hare 
more viewers. But at other times it 
means going with BSkyB, which has 
more channels and so can show events- 
at length. Sporting bodies themselves, 
rather than politicians, should decide 
how to promote their interests. 


investors comfortable with Daimler's 
prospects, but not so many that they 
will have to fill the resulting balance 
sheet hole with a rights issue. And he 
has one more problem to address 1 , the 
extraordinarily troubled Fokker 
regional aircraft business, which is 
controlled by Daimler’s subsidiary, 
Deutsche Aerospace. Any resolution is 
going to depend more on politics than 
economics, and is therefore hard to 
predict 

Daimler’s shares have picked up 
recently due to the prospect of recov- 
ering car profits and the feet that 
DASA is undergoing its long overdue 
restructuring. But given the current 
uncertainties over Fokker, investors 
would do better to wait 


Kingfisher 


AEG/D aimler- Benz 


The final dismantling of AEG by 
Daimler-Benz is a case of better late 
than never. Daimler can be criticised 
for failing to internationalise AEG or 
restructure its cost base earlier. But at 
least Daimler has proven deft at clear- 
ing away the mess through a series of 
disposals and now its decision to swal- 
low up the diminutive rump business. 
The businesses being token on by 
Daimler are diverse, but they are uni- 
fied by their potential to make a rea- 
sonable profit And the deal strength- 
ens the sense that Daimler’s new 
broom - Mr Jurgen Schrempp, the 
recently appointed chairman - is rap- 
idly sweeping out all the old skeletons. 

The extent of the cleannout should 
soon become clear, when Daimler 
announces mountainous losses for 
1995. Mr Schrempp's challenge is to 
reveal sufficient provisions to leave 


UK sport 

The idea that popular sporting 
events like the Olympics and the 
World Cup should be shown only on 
“free-to-air" television may have elec- 
toral appeal - which is no doubt why 
Labour and some Tory MPs are push- 
ing it But the proposal has no intel- 
lectual merit 

Banning Mr Rupert Murdoch from 
buying certain sports rights for his 
BSkyB pay-TV network would doubt- 
less please the BBC and the ITV com- 
panies. They are losing ground to 
BSkyB in sport not because they lack 
the cash but because they have been 
unwilling to pay top dollar. Taking 
BSkyB out of the market would mean 
they could buy the rights on the 
cheap. But such Soviet-style econom- 
ics would not be good for the relevant 
sports, which would receive leas 
money. In the long run, if less were 
invested in sport viewers would suffer. 


Sir Geoffrey Mulcahy was reckoned 
to have a year to put things right at 
Kingfisher, and he has met that dead- 
line. Yesterday’s trading statement 
demonstrated that the dire operational 
difficulties which forced a profits , 
warning a year ago have been sorted ! 
out Though from a low base, 29 per 
cent like-for-like sales growth at elec- 
tronics retailer Comet, boosted by the 
introduction of multimedia personal 
computers, was impressive. Wool- 
worth's 7.3 per cent like-for-like sales 
growth was less dramatic, but good 

wimi gh. 

Even those areas which performed 
less well did so as a result of external 
factors rather than mismanagement. 
B&Q sales fell 3 per cent like-for-like. 
Although it remains the market leader 
in tiie troubled do-it-yourself sector, 
increased spending on stores, includ- 
ing the new warehouse format has 
squeezed margins. A decline at Darty, 
Kingfisher’s French electrical retailing 
chain, can reasonably be pinned m 
the pre-Christmas strikes, but the poor 
outlook for the French economy, and 
retailing In particular, does not bode 
well. 

Sir Geoffrey has certainly done 
enough to keep his job. but not 
enough to turn Kingfisher into the 
sector's next hot recovery stock. The 
difficulty of getting the group to fire 
on all cylinders at once is all too evi- 
dent Ami too many of the businesses 
are stuck in sectors with limited 
growth potential. Now the group is in 
reasonable shape the next task should 
be rationalisation through disposals. 


Additional Lex comment on 
Unkhem/Llayds Chemist, Page 24 


This announcement appears as a matter of record only. 


January 1996 


& Norske Skog 


has acquired 
the Bruck Paper Mill 
from 
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The undersigned acted as exclusive financial adviser to 
Norske Skogindustrier A.S. 


Bankers Trust International PLC 


Bankers Trust International PLC is regulated by the SFA. 
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IN BRIEF 


Nokia to cut 600 
electronics jobs 

Nokia, the Finnish telecommunications group, 
moved to tackle problems in its troubled consumer 
electronics division when it announced plans to cut 
600 jobs and said it was considering strategic part- 
nerships with other compa ni es. Page 20 

Glut tumbles to FFrl2bn deficit 

Giat Industries France, the t ank and munitions 
maker, announced one of the worst results ever 
recorded by a French state-owned company It 
ended last year FFrILSbn (*2.4bn) in the red. and 
warned of an even higher loss after the addition of 
provisions for restructuring. Page 20 

Strang Swiss franc keeps Roche sales flat 

The strength of the Swiss franc cut sa les growth at 
■Roche, Switzerland’s biggest pharmaceuticals com- 
pany, to zero, according to figures for 1995 from the 
company. Sales of SFrl4.7bn ($l2£bn) were virtu- 
ally unchanged from 1994, but when measured in 
local currencies were ll per cent higher. Page 20 

Computer Associates has record quarter 

Computer Associates, the US software group, 
reported record results for its fiscal thir d quarter of 
$227 -2m, helped by strong demand for software used 
■on networks of distributed computers. Page 21 

Strong gains at BanfcAmeriea and Hot-west 

BankAmarica added to to the list of US banks 
which have reported record annual earnings. It 
announced a 19 per cent rise in after-tax profits in 
the final quarter of last year, while Norwest regis- 
tered net income growth of 26 per cent Page 22 

Barings* Asian pioneer back in business 

Ssangyong. Korea's sixth largest company, has 
'taken a 12 per cent stake in Caspian, the emerging 
market specialist set up by Mr Christopher Heath, 
founder of Barings' bank's successful 19S0s Asian 
securities business. Page 22 

Sony arrives at a crossroads 

Sony, which has announced a revamp of its corpo- 
rate structure, is at a critical point. What happens 
next could determine whether the consumer elec- 
tronics company will survive to commemorate its 
centenary - or be relegated to the annals of 20tb 
century Japanese business legends. Page 23 

Christmas brings sales rise for Kingfisher 

Kingfisher, the UK retail group, showed it was put- 
ting befaind.it the problems that led to four direc- 
tors being ousted last year, as it reported group 
sales 8.8 per cent higher in the 10 weeks to January 
6. Page 24 

NZ dairy fanners buck gloomy trend 

It's been a tough 12 months for New Zealand's beef 
and sheep farmers, and farm economists this week 
warned them to be ready for another fall in incomes 
over the coining year. But it has been a much 
brighter story for dairy fanners. 

Page 25 
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Clouded outlook for final quarter across the US as leading companies issue warnings 

Wal-Mart ends 25 years of growth 


By Tony Jackson and Richard Tomkins 
in Now York 

A cloud was cast over the outlook for US 
corporate panungB yesterday as two lead- 
ing companies, the retailer Wal-Mart 
Stores and the diversified manufacturer 
Minnesota Mining and Manufacturing 
(3M), warned of lower profits in the finpi 
quarter. 

The paper company Boise Cascade, 
reporting record earnings for 1895, 
cautioned that profits would be lower in 
the current year. In the technology sector, 
there was weakness in some share prices 
in response to poor results from the 


chipmaker Intel, which were released late 
on Tuesday. 

Wal-Mart, the world’s biggest retailer, 
shocked Wall Street by warning that its 
latest quarter would show its first profits 
downturn in 25 years as a public company. 

Earnings would be 40 to 42 cents a share 
against 45 carts a share last time. Wal- 
Marfs shares fell 9 per cent to $20*i. 

The company blamed lower- than-expec- 
ted Christmas sales, unfavourable gross 
margins, higher operating costs, and last 
■week's severe storm in the north-eastern 
US. 

Since Wal-Mart went public, it has 
recorded 99 consecutive quarters of sales 


and earnings growth. Analysts had expec- 
ted the latest quarter to be the 100th of 
growth, predicting earnings of about 48 
cents a share. 

Consumer demand is almost at a stand- 
still. but retailers have continued building 
stores. The competition is particularly 
acute in the discount store sector. Kmart. 
Wal-Mart's biggest competitor, is in severe 
financial difficulties and other discount 
store companies have been driven into 
Chapter 11 bankruptcy. 

3M said that while results were good in 
October and November, December was dis- 
appointing. Earnings for the quarter 
would be below toe previous year’s $332m. 


or 79 cents a share, before restructuring 
charges. 3M's shares fell 5 per cent to 
Stt. 

It said profits had been hit by the need 
to cut stocks, which had reduced output. 
There had been particular weakness In toe 
data storage and imaging business, which 
3M wants to spin off. and in the audio and 
video tape division, which is to be dosed. 

Dun & Bradstreet’s latest quarterly sur- 
vey of US business, released yesterday, 
found executives predicting slower growth 
in sales and profits in the first quarter. 
Dun & Brad street said optimism about 
first quarter sales was at a three-year low. 
Boise Cascade results. Page 21 


AEG to be absorbed into Daimler-Benz 


By Wolfgang Mfinchau 
in Frankfurt 

AEG, one of Germany’s oldest 
industrial companies, is to be 
dismantled. The electronics 
group is to be merged into 
Daimler-Benz, Germany’s largest 
company and AEG's majority 
shareholder. 

AEG's supervisory board yes- 
terday sealed toe fate of the 
group, whose inventions have 
included the first high-speed 
electric railway locomotive, and 
the Pal colour television system. 


AEG’s break-up wifi lead to a 
new corporate structure at 
Daimler-Benz, increasing its 
operating divisions from four to 
seven. The result is an uneven 
structure, with Mercedes-Benz, 
the fuwny car and truck manu- 
facturer. co-existing with 
operations such as Tenric, which 
makes microelectronics products 
and is about 60 timmi smaller. 

Under the arrangements, MTU, 
toe engine maker, will become a 
subsidiary of Mercedes-Benz. 
Three other AEG divisions, 
microelectronics, rail systems 


and postal automation, will fall 
directly under toe Daimler-Benz 
umbrella. The rail systems divi- 
sion, Adtranz, is a 50-50 venture 
with ABB. the Swiss -Swedish 
engineering group. 

An intermediate holding com- 
pany wifi be created to deal with 
AEG assets, including the 
receipts from the sale of the 
energy distribution and indus- 
trial automation divisions, and 
its pension liabilities. 

Yesterday’s board meeting con- 
firmed toe derision to sell the 
energy and automation units. 


which have a joint turnover of 
DM3-5bu ($L5bn), to Alcatel Als- 
thom of France. 

Employee representatives on 
the supervisory board voted 
against toe motion to dismantle 
AEG, forcing Mr Jdrgeu 
Schrempp, chairman of Daimler- 
Benz and of AEG's supervisory 
board, to use his casting vote. 

Mr Schrempp said: The sale of 
sectors to companies with a com- 
petitive edge will strengthen the 
market position of these sectors 
and secure jobs ...The interests 
of the AEG shareholders wfi] be 


safeguarded by toe fact that they 
will in future have a direct 
shareholding in Daimler-Benz." 

AEG’s works council warned, 
however, that more than 7,000 
jobs could be at risk as a result 
of the sale of the two divisions. 
These include 500 job losses 
already announced in the energy 
distribution business and 1.200 
in industrial automation. 

AEG is expected to have lost 
more than DMlbn in 1995 after a 
long series of disappointing 
results. 

Lex. Page 18 


The studio’s sell- 


W faan the Oscar nomina- 
tions are announced 
next month they may 
include a famous Hollywood 
nai pp that has been conspicuous 
by its absence in recent years - 
MGM/UA has two strong Oscar 
contenders in Get Shorty and 
Leaping Las Vegas- 
Tbe revival in MGM*s fortunes 
could not have come at a better 
time as the studio prepares for 
another change of ownership. 
Within the next few weeks 
MGM’s improbable present 
owner, the French government, 
wOl start what promises to be 
one of 1996’s most glamorous cor- 
porate auctions by deciding how 
and when to sell the studio. 

There is no shortage of poten- 
tial purchasers for MGM, which 
has an estimated value of mine 
than $1.5bn. 

A number of European enter- 
tainment and media companies, 
including PoIyGram of the 
Netherlands and Germany’s 
Bertelsmann, are eager to expand 
their film interests. All the other 
leading US studios belong to pow- 
erful groups and the MGM auc- 
tion may be the last chance to 
acquire one. 

MGM may still be a famous 
name, but the company is a 
shadow of its farmer self. Many 
of its most valuable assets were 
sold during the 1980s. The Culver 
City production lot in Los 
Angeles was bought by Sony and 
the valuable library of MGM clas- 
sic fn™ by Mr Ted Turner, the 
media moguL 

When Credit Lyonnais, the 
state-controlled French bank, 
reluctantly took over MOM after 
a 1992 bankruptcy case, all that 
remained was toe debilitated 
MGM production and distribution 
businesses, the dormant United 
Artists studio, a small television 
production company and UA's 
film library. 

Bather than dose MGM down. 
Credit Lyonnais decided to try to 
sen it. Advised by Mr Michael 
Ovitz, the Hollywood talent agent 
who has since become president 
of the Walt Disney entertainment 
group, it appointed Mr Frank 
Mancuso. a former Paramount 
executive, as chairman with a 
brief to salvage the studio. He 
has since brought in a new man- 
agement team, expanded output, 
resuscitated UA and diversified 
into retailing by opening an 
MGM store. 

The Gist test of Mr Mancuso's 

efforts was MGM’s 1995 box office 

performance. So for. the verdict 
seems positive. MGM, like all stu- 


off could be the most glamorous corporate auction of 1996 

MGM revival raises curtain on sale 
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dios, had its share of flops, nota- 
bly Tank Girl based on toe cult 
cartoon strip. Showgirls, a film 
about the sleazy side of Las 
Vegas which MGM distributed in 
the US, was savaged by the crit- 
ics. But MGM had a run of hits. 
GoldenEye. toe latest James 
Bond movie, has revived UA’s 
most famous film franchise by 
taking more fogn J200m world- 


MGM may be a 
famous name, 
but it is a 
shadow of its 
former self 


wide since its November release. 
Get Shorty , the critically 
acclaimed comedy starring John 
Travolta, is opening in Europe 
after making more than J7Dm in 
the US. 

Consortium des Realisations 
(CDR). the company to which toe 
French government transferred 
MGM and other Credit Lyonnais 
assets as part of its rescue pack- 
age for toe bank, must decide 
whether to take advantage of this 
successful ran by selling MGM 
sooner rather than later. 

lizard Frizes, toe Paris-based 
investment bank appointed last 
November to advise CDS on toe 


.Paramount 


MGM/UA 

pitmri- \ 

Total 

Source Variety 


sale, is completing its valuation 
of toe studio and finalising its 
recommendations on the struc- 
ture of toe sale. 

Originally, Credit Lyonnais 
was given until May 1997 to 
reduce its MGM stake to under 25 
per cent, as US banking law only 
allows banks to own a non-bank- 
ing company acquired through 
loan defaults for five years. Tech- 
nically, CDR could argue that, as 
it is not a bank, this law no lon- 
ger applies. 

However, it is unlikely to do so 
as this would require a complex 
procedure of seeking official 
sanction from US banking 
authorities. Moreover, CDR was 
set up by the French state as a 
vehicle to rid Credit Lyonnais of 
its troublesome assets, not to run 
a Hollywood movie studio. 

Given that CDR's negotiating 
position will weaken as the May 
1997 deadline approaches, it is 
likely to try to sell MGM as 
qpickly as possible. An early sale 
would give it toe flexibility to sell 
MGM piecemeal or find a merger 
partner. 

PoIyGram and Bertelsmann are 
not toe only prospective purchas- 
ers. Chargeurs, the French indus- 
trial group, is seen as another 
contender; as is toe Canal-Plus 
television company, although toe 
focus of its film strategy has 
shifted from the US to Europe in 
the past year. Mr Kerry Packer, 
the Australian media mogul, has 
also expressed interest While Mr 
Mancuso hac considered assem- 



bling a management buy-out 
team. 

“MGM isn't what it used to be, 
but it’s come a long way in a 
short time," said one suitor. 
“There are some great films in 


the UA library. Besides we may 
never get another opportunity to 
buy a piece of Hollywood histo- 
ry." 

Alice Rawsthorn 


Citic share 
sale adds 
HK$3bn to 
cash pile 

By Louisa Lucas in Hong Kong 

Citic Pacific expanded its cash 
pile by some HKS3bn (US$388. &m) 
yesterday. The Hong Kong-listed 
arm of Beijing's main domestic 
and international investment 
vehicle sold 208. 82m shares in 
Hongkong Telecom, cutting its 
stake in toe company from 12 per 
cent to 10 per cent 

At toe same time, Citic Hong 
Kong, a wholly-owned subsidiary* 
of China International Trust and 
Investment Corporation, which 
holds 43 per cent of Citic Pacific, 
sold its remaining 44.32m shares 
in the colony’s former telecoms 
monopoly. 

Mr Henry Fan. managing direc- 
tor of Citic Pacific, said the funds 
raised would be channelled into 
infrastructure and property pro- 
jects in China and Hong Kong. 
While there are no specific plans, 
Mr Fan said a number of discus- 
sions were under way and he was 
"reasonably confident" of at least 
some coming to fruition. 

Citic sold toe Hongkong Tele- 
com shares at HKS1-L35, which 
represents a 5 per cent discount 
to yesterday's close of HKS15.10. 
Stock was sold to institutions 
worldwide, according to Mr Fan. 
The placement was made 
through Peregrine Capital. 

The Hongkong Telecom shares 
were originally mjected into Citic 
Pacific from Citic Hong Kong at a 
rate of HK$7B0 a share in Janu- 
ary 1993, which suggests a profit 
of more than HK$lbn, allowing 
for expenses. 

The cash-raising, which comes 
at a time when the Hong Kong 
stock market and Hongkong Tele- 
com in particular have been 
enjoying a rally, highlights Citic 
Pacific's desire to build up funds 
in advance of forthcoming pro- 
jects. In Hong Kong, these 
include the HK$40bn Central rec- 
lamation development, for which 
Citic last week submitted a ten- 
der as part of a consortium with 
Mr Li Ka-shing’s Hutchison 
Whampoa and Cheung Kong 
companies, and plans to develop 
further the residential ghetto of 
Discovery Bay on Lantau island. 

Two weeks ago. Citic Pacific 
raised HK$3.24hn through a share 
placement and in August last 
year tt trimmed its lk5 per cent 
holding in Cathay Pacific, the 
colony's de facto airline, to 10 par 
cent, raising about HK$834m. 
Citic Hong Kong has previously 
disposed of shares in Hongkong 
Telecom, selling 6lm shares to 
raise HK$945£m last year. The 
price paid for the stock at that 
time was an average HKJ15.50 a 
share. 


£53 million Management Buy-Out 
The Amtico Company Limited 


^w»fc\ 


Transaction and equity arranged by 

Electra Fleming Limited 


Groups link for German telecoms 


By Michael Undemann In Bonn 

Mannesmann and Veba, two of 
Germany's biggest companies, 
are to join forces in toe Ira tile to 
compete with Deutsche Telekom 
in toe world’s third largest tele- 
coms market 

The alliance between toe two 
Dnsseldorf-based companies cre- 
ates a powerful new farce in Ger- 
man telecoms linking Veba, a 
cash-rich conglomerate with a 
regional electricity monopoly, 
Mannesmann, the engineer- 
ing group which runs Germany's 
biggest private mobile phone 
network. 

News of the alliance comes 
ami d speculation that RWE and 
Yiag, two other leading German 
utilities, will pool their 


resources to compete with Deut- 
sche. Telekom, which loses its 
monopoly at toe beginning of 
1998. 

The would-be telecom opera- 
tors have been securing interna- 
tional partners to improve their 
chances of operating outside 
Germany. Last year Mannes- 
mann joined with AT&T, the 
world’s largest telecoms group; 
Veba created a joint venture 
with Cable & Wireless, toe lam- 
don-UK-based telecoms group; 
and Vag created a joint venture 
with British Telecommunica- 
tions (BT), 

Mannesmann and. Veba said 
yesterday they had signed a 
memorandum of understanding 
to create a nationwide telecoms 
network This win be based on 


the 2,500km fibre optic telecoms 
network owned by Veba and on 
the infrastructure which Man- 
nesmann is building for its D2 
mobile phone network which 
aims to have 2m clients by the 
aid of this year. 

Both companies already offer 
telecoms services for corporate 
clients and Veba also has 1.1m 
cable television connections 
which the company hopes will 
help it access private clients 
after 1998. 

RWE and Viag both own exten- 
sive fibre optic networks based 
on their electric i ty grids. Viag 
also has a joint venture with BT 
which gives it access to Concert, 
the global telecoms joint venture 
between BT and the US group 
MCL 
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Springer expands 
in eastern Europe 


Axel Springer, the German publishing and media group, has 
stepped up its activities in eastern Europe by acquiring a 49 
per cent in Ringier-Taurus, a joint venture which has 
substantial newspaper interests in the Czech Republic and 
Slovakia. Springer bought the stake from the Munich-based 
Kirch group for an undisclosed sum. Ringier-Taurus was 
formed in 1991 by Kirch and Ringier. the Swiss publishing 
house, to tap the growing media market in the Czech Republic 
and Slovakia. Since then. Ringier has established a foothold in 
other parts of eastern Europe - including Poland, Hungary, 
Bulgaria and Romania - with Gannet, the US newspaper 
group. ■ 

The deal will give Springer stakes in 14 Czech and seven 
Slovak publications - the first time it has secured newspaper 
interests in this part of central Europe. Annual total turnover 
of these publications has increased significantly, from SF!r9m 
in 1991 to more than SFr87.7m ($74.69m) in 1994. Springer has a 
large presence in Hungary, where it has a majority interest in 
nine regional newspapers and publishes six magazines. In 
Poland, it quickly became market leader with Fani Domu, a 
women’s magazine set up in September 1994. 

Judy Dempsey, Berlin 


Nokia to 
cut 600 jobs 
after TV 
sales slide 


tumbles 




By David Buchan in Paris 


By Christopher Brown-Humes 
in Stockholm 


Groupe Bull seeks more partners 


Groupe Bull, the French computer maker, is looking for more 
outside partners to take a stake in it this year, as a means of 
pursuing its gradual privatisation and reinforcing its return to 
profit last year. Bull said yesterday that its president, Mr 
Jean-Marie Descarpen tries, had informed the government this 
week that it wanted a fourth industrial investor, preferably 
European, to match Motorola of the US. NEC of Japan and 
France Telecom, which now each have 17 per cent of Bull Bull 
would also like to see a financial investor take between 3 per 
cent and 4 per cent of the company this year. 

The French state still has 36 per cent of Bull, which together 
with the stake of state-owned France Telecom gives it control 
of the group. But over the next two years, the French 
government is due to reduce its stake to 10-20 per cent 

David Buchan, Paris 


Philips to dismantle unit 


Philips, the Dutch electronics group, is to dismantle its 
communications systems division after selling a large part of 
the business to AT&T of the US in December. The businesses 
sold off were Philips' activities in public network telephony, 
leaving a number of organisations involved in “personal 

nn mmnnlwitinns " SUCh as ceTInlar phones, facsimile mflr.hinps 
and pagers. These will be transferred to other parts of the 
group. 

The value of the communications businesses In the deal has 
not been disclosed. But Philips described the fact that some 
3,500 employees would be transferred to AT&T, out of a total 
of 12,000 communications staff, as a “guide” to how much of 
the communications business was being divested. The total 
communications business generated turnover of Fl4bn 
($2.4bn) in 1994. Ronald van de KroU Amsterdam. 


Sabena to sell catering unit 


Sabena, the B elgian national carrier, plans to sell its airtina 
catering unit to Gate Gourmet, a Zurich-based unit of 
Swissair, which has a 49.5 per cent equity stake in, Sabena. 
Terms were not disclosed. Sabena said the move was part of a 
projected business plan to boost profitability, strengthen 
competitiveness and help it adjust to market conditions. 

Reuter, Brussels 


Nokia, the Finnish tele- 
communications group, moved 
to tackle problems in its trou- 
bled, consumer electronics divi- 
sion yesterday when it 
announced plans to cut 600 
Jobs and said it was consider- 
ing strategic partnerships with 
other companies. 

The moves follow an unex- 
pectedly sharp downturn in 
television sales In west Euro- 
pean markets - particularly 
France and Germany - amid 
falling consumer confidence. 

Nokia warned in December 
that the difficulties would lead 
to a significant loss for its con- 
sumer electronics unit in 1995. 
At that time, Mr Jorma Ollfla, 
chief executive, promised 
action to remedy the problems. 
Analysts interpreted his 
remarks to mean the group 
would only keep its TV busi- 
nesses if they could be made 
profitable. 

Nokia said the Job cuts, 
amounting to 15 per cent of its 
consumer electronics work- 
force, would lead to reduced 
TV set production, following a 
5 to 10 per cent fall in Euro- 
pean demand for TV sets last 
year. It said the brunt of the 
job losses would fall on its 
plants at Bochum in Germany 
and Turku in Finland. 

Strategic alliances are being 
examined because these would 
limit the group’s exposure to 
TV production, but enable it to 
exploit its TV expertise for 
multimedia projects. 

Nokia has been plagued by 
problems in its consumer elec- 
tronics unit, which made a 
modest FM19m ($4. 3m) operat- 
ing profit in 1994 after a 
FM747m deficit a year earlier. 
The division has already been 
extensively res t r u ct u red. 

Its latest problems come 
when Nokia has seen its share 
price fall sharply because of 
worries about a slackening in 
the previously spectacular 
pace of growth of its core 
mobile phone business. At the 
end of last year, it warned it 
had been hit by internal pro- 
duction problems and a slower 
pace of growth in the US mar- 
ket for analogue mobile 
phones. 


Giat Industries France, the 
tank and munitions maker, 
yesterday announced one of 
the worst results ever recorded 
by a French state company. 

The group ended last year 
FFrlLSbn (S2L36bn) in the red, 
and warned of an even higher 
loss after the addition of provi- 
sions for desperately-needed 
restructuring. At the end of 
1994 losses -amounted to 
FFtZSSbh. 

The deficit amounted to 
about FFrlm for each of its 
12,500 employees in France, 
who produced only FFr5. 3bn 
worth of sales last year. 

The figures dramatically 
underline the urgency of 
rationalisation within the 
state-owned part of the French 
defence industry. The govern- 
ment has promised to recapi- 
talise Giat, which it is legally 
obliged to do by the end of this 
year to save the company from 
bankruptcy. However, it will 
do so only after the 1995 
accounts have been finalised in 
April and a restruct uri ng plan 
has been presented. 

Mr Jacques Loppion, brought 
in last year from Pecbiney to 
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The Leclerc battle the contract to supply 436 to the UAE prompted Giat’s slide into the red. 


replace Mr Pierre Chiquet as 
head of Giat, said the compa- 
ny’s slide into the red was 
“embarrassing for the whole 
board". 

He claimed it was the result 
of a contract to supply the 
United Arab Emirates with 436 
Lederc tanks, of financial mis- 
calculations on exchange rate 
cover and investments related 
to that contract, and of con- 


straints in reducing the work- 
force in line with falling sales, 
rather than any malfeasance. 
Defence ministry aides yester- 
day did not rule out legal pro- 
ceedings against the previous 
Chiquet administration. 

Giat won the UAE order 
against stiff international com- 
petition at a fixed price of 
S&Gbn, on condition it retrofit 
to the tan irs any improvements 


made to the French army ver- 
sion and guaranteed a level of 
investment in the UAE by 
other companies to offset indi- 
rectly the cost of the contract 
But Mr Loppion claimed 
there would have been nothing 
wrong with the UAE contract 
if the generous advance pay- 
ments - made by the UAE In 
return for demanding the fixed 
price - had been properly 


invested andif Oat had cor- 
rectly calculated the dollar’s 
movements. : • ; 

As it turned out falling 
interest rates meant -.the 
invested advances produced 
more than FFr2bn less than 
Giat originally estimated. -In 
addition Giat lost another 
FFr2bn by taking out exchange 
rate cover for the daffitosrtce 
contract on the assumption the 
dollar would rise above Us 
April 1993 level of FFr550 to 
the dollar, rather than fall as it 
eventually dkL 

Mr Loppion daimed yestar- 
day the company was no. lon- 
ger "speculating on a rise in 
the dollar”, and was “now com-. . 
ptetely covered against a fur-- ; 
ther foil in the (foliar*. 

Among other short-term . 
measures, the Giat president . 
said he had ordered a cut in 
operating costs of FFi®0m"_a’ 
year, an end to diversification 
ambitions, and a reorganise ‘ 
tion of the company into two 
divisions - armoured vehicles . 
and munitions. This would 
facilitate the forging of Inter- 
national alliances with Ctbqpa- : 
nies such as Royal Ordnance of 
the UK and Krauss-MafftS, the 
German tank maker. 


Strength of Swiss franc cuts 
Roche sales growth to zero 


COMPANY PROFILE: 

Roche 




By Daniel Green 


The strength of the Swiss franc 
cut sales growth at Roche, 
Switzerland's biggest pharma- 
ceuticals company, to zero, 
according to figures for 1995 
from the company yesterday. 
Sales of SFrl4.7bn (S12.5bn) 
were virtually nnnhang pri from 
1994, but when measured in 
local currencies, were 11 per 
cent higher. 

Roche certificates fell SFrlTQ 
to SFr 8,770 on the Zurich 
stock exchange. The company, 
which usually publishes full 
results in April, said it expec- 
ted net profits to be highs' in 
19% than in 1994. It actively 
manages its large cash 
reserves and said “the group’s 
non-operating results were 
good". 

Sales in the pharmaceuticals 
division rose to SFr92bn from 
SFr8-3bn, but sales of vitamins 
and fine chemicals fell to 
SFr3.lbn from SFrSJZbn. Diag- 
nostics sales, excluding Roche 


Biomedical Laboratories which 
was merged last year into the 
Laboratory Corporation of 
America, in which Roche owns 
at 49.9 per cent stake, rose to 
SFr639m from SFrfOSm. 

Perfume and aroma sales 
declined to SFrl.44bn from 
SFrl.53bn in 1994. although 
there was growth in South 
America and the Asia-Pacific 
region, excluding Japan. 

The pharmaceutical division 
saw sales increases in all 
important regions, the com- 
pany said. The drugs with 
higher sales volumes included 
Rocephin, an antibiotic, anaes- 
thetic Dormicum, Roaccutane, 
for acne, and Raferon-A, used 
in cancer and hepatitis. 

New drugs, including antide- 
pressant Aurorix, and Hivid, 
for Aids, saw “pleasing” 
growth rates as a result of 
their introduction into new 
markets. Invirase, another 
Aids drag, was launched imme- 
diately after its approval by 
the US in December and is 


meeting “great demand", 
Roche said. 

Ms Birgit Kulhof, UBS phar- 
maceuticals analyst said the 
sales figures were in line with 
forecasts. 

She said the underlying 
pharmaceutical sales growth 
rate of 9 per cent in the fourth 
quarter was slightly above the 
global market average rate of 7 
per cent to 8 per cent 

Distribution of over-the- 
counter (OTC) drugs, which 
are sold without prescription, 
have been bolstered by acquisi- 
tions In France and Italy. 

The vitamins and fine chemi- 
cals division maintained mar- 
ket shar e in spite of intensive 
market competition, said 
Roche. Sales of citric add and 
the Lasalocid poultry treat- 
ment did well 

F alling deman d in beverages 
hurt the Roche’s North Ameri- 
can aroma business. 

“The strong Swiss franc led 
to continued price pressures in 
the perfume chemicals busi- 
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ness in a market characterised 
by increased competition," 
Roche said. 

The takeover of American 
Home Food products “consider- 


ably strengthened” Roche's ting measures. 


position in the animal feed 
additives business. 

The diagnostics division saw 
“considerable" sales increases^ 
in spite of price and cost Cut- 


Wallenberg flagship may seek US listing 



By Hugh Camegy 
In Stockholm 
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Investor, the flagship holding 
company of Sweden's Wallen- 
berg industrial empire, is con- 
sidering seeking a stock 
exchange listing in the US as 
part of its attempt to reduce 
the big discount suffered by its 
shares because of its diversi- 
fied investment portfolio. 

"There is a very strong insti- 
tutional interest in the share 
and a listing, so we can cer- 
tainly consider it. We will 
check it out during the 
spring,” Mr Claes Dahlb&ck, 
chief executive, told Sweden’s 


Direkt economic news agency. 

"The discount for this type of 
company in the US usually lies 
around 10-20 per cent, seldom 
more than 20 per cent," he 
added. Investor, which groups 
most of the Wallenberg hold- 
ings in companies such as 
Astra, Elec trolux. Ericsson, 
SraTriq , SKF and Store, has in 
recent years traded at more 
than a 20 per cent discount to 
net asset value. 

It was previously blocked 
from a US listing by US legisla- 
tion which prohibits foreign 
investment companies from 
actively promoting their shares 
to US investors. But last 


November Investor won a rul- 
ing from the Securities and 
Exchange Commission exempt- 
ing it from the legislation. 

Mr DahlbAck said the 
planned flotation of a majority 
of Scania, the hi g hl y profitable 
heavy truck maker 100 per cent 
owned by Investor, would also 
reduce the discount effect an 
the company’s stock. He said 
about 65 per cent of Scania 
would be sold off - but added 
there was no urgency attached 
to the flotation. . 

He acknowledged that Inves- 
tor could have achieved a high 
price for a Scania Issue six 
months ago, before signs 


emerged of a slowing in the 
recent high demand for heavy 
trucks. But he said he expected 
demand to accelerate again 
next year. 

Mr Dahlb&ck said discus- 
sions were continuing with 
General Motors of the US on 
how to improve profitability at 
the troubled carmaker Saab 
Automobile, which Investor 
and jointly own. He said 
Saab needed to increase output 
from less than 100,000 cars a 
year to 150,000-170,000 cars. But 
he said there was “no crisis” at 
Saab, which reported a slump 
into losses in the first nine 
mouths of 1995. 




Air France 
back in the 
black midway 


Axa and Generali attempt 
to sort out their problems 


By Andrew Jack in Paris 


By Andrew Jack 


Coming first is becoming second nature 


1 995 was a vintage year for Coopers & Lybrand. 


We topped the recent 'Dealmakers of 1 995' table in 
The Sunday Times, having advised on more deals 
than any other corporate finance specialist in the UK. 


These findings are supported by separate Acquisitions 
Monthly research, and are a testimony to the depth and 
calibre of our resources and our international capability. 


Well be helping even more businesses to develop 


in 1996. 


'Solutions 
I for Business 


Coopcm n Lybrand in ihe U K is a member of Coopers & Lybrand ImenuniOnal. a limited liability 
MWteiation incorporated in Switzerland. 




Air France, the state-controlled 
carrier, yesterday reported net 
profits of FFr232m (546.55m) 
for the six months to Septem- 
ber 30 last year, but warned 
that it was still likely to report 
losses of FFrL2bn for the full 
year. 

The group, which is undergo- 
ing restructuring ahead of a 
potential privatisation, said It 
had been hit by the industrial 
unrest that affected France 
late last year. 

The profit, which excluded 
its interests in the airlines 
M&ridien and Air Inter, con- 
trasts with a loss for the same 
period In the previous year of 
FFT477HL 

It included a gain of nearly 
FFr380m from the sale of its 
stake in Sabena, and the cre- 
ation of a special reserve of 
FFr630m to fund a cabin-crew 
redundancy scheme. 

Operating profits for the 
period rose to FFr955m, com- 
pared with FFr325m In the 
same period in 1994. The group 
Stressed that the first half of 
the year was its busiest period, 
and the figures could not be 
extrapolated for the second 
half 

The Air France company 
itself reported pre-tax profits 
before extraordinary items of 
FFr221 m. Including the effects 
of the redundancy reserve but 
excluding the capital gains on 
the Sabena sale, it recorded a 
net loss of FFr385m. 

Air France said it aimed to 
limit losses to FFrL2bn for the 
full year, before Its FFr630m 
charge for the redundancy 
scheme. 


Mare than six years after two 
of Europe's largest insurance 
groups ensnared each other in 
a complex structure of cross- 
shareholdings they are now at 
last moving closer to untangl- 
ing thgfr o wn er s hip. 

Late on Wednesday evening, 
Axa of France and Generali of 
Italy announced details of a 
new arrangement which had 
been awaited over a number of 
months since the Italian group 
acquired a French chairman 
keen to bring about change. 

The result will be a simpli- 
fied structure, a chance for 
both parties to realise capital 
gains and free up investments, 
and the prospect of opening 
the way to a US stock market 
listing for the French group. 

It was in 1988 that Compag- 
nie du Midi, a French insur- 
ance group in which Generali 
had acquired a substantial 
stake, was finally taken over 
by Asa following a protracted 
battle. 

By the start of the following 
year, the arrangement cur- 
rently In place had been 
agreed: Generali held 40 per 
cent of Midi Participations, the 
immediate parent company to 
Axa SA, the quoted company. 
Midi holds a 413 per cent stake 
in Axa. Similarly, Axa held 40 
per cent of GME, a holding 
company for Generali. 

But since neither GME nor 
Midi was quoted, both insurers 
found themselves with illiquid 
investments. Equally, there 
was little in d i c ation that the 
two groups were co-operating 
very closely in other ways that 
might have justified the stakes. 




II * 


Claude Bdbdar: Italians unwilling to collaborate on projects 


The situation was high- 
lighted ironically when Mr 
Antoine Bernheim, a French- 
man who is a senior partner 
with the Paris-based Armorial 
group Lazard Freres, and who 
speaks little Italian, was 
appointed head of Generali last 
autumn. 

He hinted that Generali was 
dissatisfied with its limited 
role in managing Axa despite 
the size of its investment and 
that if the two groups could 
not develop closer synergies 
“we won't stay”. 

Axa argued that the fault 
had been Generali's. Mr Claude 
Bfibfiar, the French insurer’s 
chairman, stressed after Mr 
Bemheim's comments that the 
Italians had always consented 
to his board's decisions but 
had not been willing to 
collaborate when it suggest- 
ed joint projects In the 
past 

Under the arrangements 
unveiled this week, Axa will 
cease to hold any shares in 
Generali Its stake in GME will 
be paid off in the form of 10m 
Axa SA shares it currently 
holds, a transaction likely to 


give rise to a capital gain of 

more than FFr600m ($l20.4m). 

Generali is also likely to . 
report a capital gain, and will 
substitute its shares in Midi 
Participations by the quoted 
shares of Axa SA, into which 
Midi is to be absorbed. It will 
bold 11 per cent of the group’s 
shares and 15.6 per cent of the 
voting rights at that, point, • 
down from 17 per cent held 
indirectly today. 

Finaxa, which previously 
held the remaining 60 per cent 
of the Midi shares, and which 
is jointly held by a series of 
French mutual insurers and' 
Paribas, the financial group, - 
will hold 30.6 per cent of AxaV 
shares. 

The changes will be partly : 
brought about through a. 
FFr5.9bn rights issue, itself-, 
allowing Axa to reduce its debt ■ 
and hold substantial cash for 
fixture acquisitions. ' „ 

There is a second part of the 
deal Both Finaxa and Generali i 
are expected to release * 
between them FFrlbn-FFrJSbn • 
by value of Axa shares on to. 
the New York Stock Exchange ,7 
thic summer. 
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AMERICAS NEWS DIGES T 

Boise Cascade sees 
lower profit in 1996 

Concerns that paper companies' profits are beginning to turn 
awn were strengthened yesterday when Boise Cascade, the 
u& .. forest Products group, said its 1996 earnings 
would be below the record level of 1995. However, the group 
said the new year would still be a good one. 

Fourth-quarter net income was up from $25.gm at $70.4m, 
after a net pre-tax charge of $6m reflecting an accounting 
charge largely offset by a 3583m gain on the sale ora 
business. Fully-diluted earnings per share were up from 32 
cents to 76 cents, after a net 6 cents charge. For the year, a net 
loss of 362.6m turned to net income of $352ra. Tha-hniing 
one-off items, the turnround was from a loss of $35.6m, or 82L37 
a share fully diluted, to a profit of 3337m, or $5.14. 

Paper prices rose sharply in 19%. However, customers 
stocked up early in the year in an attempt to beat price 
increases. By the end of the year, demand was weakening as 
customers used these stocks. As a consequence, Boise cut 
production by 63,000 tons in the fourth quarter. 

The company said it expected paper stocks to return to 
normal levels during 1996, which would lead to hi gh er levels of 
production and more price increases. However, it said the 
outlook for wood products remained sluggish. 

Maggie Urry. New York 

Bowater lifts earnings to $95m 

Bowater, the largest US newsprint producer, increased 
fourth-quarter earning s from $lizn to excluding the 

effect of one-off items. Earnings per share rose from 17 cents to 
$2.10 fully diluted. After a 22 cents charge in the latest quarter 
relating to the repurchase of the group’s preferred stock, 
earnings per share were $1.88. Sales in the fourth quarter rose 
42 per cent to $544m. 

For the year, net income was $301m before non-recurring 
charges covering debt repurchase, restructuring charges and a 1 
write down of an investment. Including those items, net 
income in 1995 was $24Tm, compared with a net loss of $5m in 
1994. The loss per share of 59 cents in 1994 turned to earning 
of $5.22 in 1995. Sales for the year rose from $i.4bn to $2bn. 

The group said strong market conditions drove profits up. 
Demand far newsprint and coated groundwood papers 
remained good. Bowater said, but demand for market pulp 
weakened late in the fourth quarter. The results also benefited 
from cost-cutting and the reduction of debt 
The group said it expected to sell $90m- worth of timberiands 
in the first quarter of 1996, but added that talks to sell its 
computer forms business had not resulted in a deal The 
division was put up for sale in May last year. The group wrote 
down the value of the investment in that business in its 
third-quarter results. 

Mr Arnold Nemirow, who became Bowater's chief executive 
in March last year, is to take on the chairmanship at the end 
of March this year when Mr Tony Garnmie retires after 11 
years, as chairman. Maggie Urry 

Salomon hires from rival 

Salomon Brothers, the investment bank, has hired four media 
specialists from rival Bear Stearns to strengthen its team. The 
additions bring the media group to 25 people, covering cable, 
publishing, broadcasting, film and theatrical distribution. 

Media was one of the most active areas in mergers and 
acquisitions in 1995, with deals such as the Disney /ABC 
Capital Cities merger, Time Warner's bid for Turner 
Broadcasting and Westinghouse Electric's approach to CBS. 

The sector is closely allied to telecommunications, another 
1 vibrant area for investment banking advice. Mr Eric Fast, 
co-head erf global investment- banking at Salomon, said, "media 
and telecom have been among our strongest franchises and 
the addition erf these senior professionals increases our ability 
to broaden our coverage and better serve our clients globally 1, . 

■ Two of the four, Mr John Otto and Mr Fehmi Seko, will 
become managing directors of Salomon Brothers. The other 
two are Mr William Mills and Mr Peter Olaynack. After a 
number of resignations early in 1995 following weD-publidsed 
discontent among some of Salomon Brother's managing 
1 directors, the latest appointments suggest Salomon Brothers 
can still attract talent. Maggie Urry 

US retailer to spin off shoe arm 

May Department Stores, one of the biggest department store 
groups in the US, yesterday said it planned to spin off its 
Payless ShoeSource division through a tax-free giveaway of 
shares in the new company to May Department Stores’ 
shareholders. It said the move would allow the parent 
company to focus on expanding its core department store 
business. "We believe that separating the businesses into two 
independent companies is in the best interests of our share 
owners,” said Mr David Farrell, chairman and chief executive 
of May Department Stores. 

Payless ShoeSource is the biggest shoe retailer in the US. It 
has 4,557 self-service family shoe stores across the nation and 
sold 185m pairs of shoes in 1994 - one in every five pairs sold 
in the US. Its 1994 revenues were more than $2.1ba 
Although Payless ShoeSource has been expanding, it has 
recently proved a drag on the parent company’s earnings 
because sales at existing stores have declined. The department 
store division, by contrast, has been doing well, increasing 
sales at existing stores while growing rapidly through 
acquisitions. May Department Stores said Payless 
ShoeSource’s management planned to close or relocate 450 
stores, brin ging a charge of $7Qm to the parent company's 
fourth-quarter earnings. Richard Tomkins, New York 
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Shares 
in USAir 
rise 20% 
on news of 
new chief 

By Richard Tomkins 
hi Now York 

Shares in USAir, the US 
carrier in which British Air- 
ways holds a 24.6 per cent 
stake, leaped S2% to $14% in 
early trading yesterday - a 
rise of more than 20 p er cent - 
as the market reacted enthusi- 
astically to the news that Mr 
Stephen Wolf, former head of 
United Airlines, was to become 
chairman and chief executive. 
The surprise announcement 
came late on Tuesday, after 
the market dosed. 

Yesterday, investors took 
the view that Mr Waif was ide- 
ally qualified to tackle USAir’s 
chronic financial problems, 
many of them stemming from 
the airline's excessive costs. 

USAir has the highest oper- 
ating costs of any airline in 
the US. These partly reflect 
the airline's role as a short- 
haul carrier in the congested 
eastern US, but they are also 
seen as a product of its failure 
to get to grip with its labour 
costs. 

Last year Mr Wolfs prede- 
cessor, Mr Seth Schofield, 
came close to persuading 
USAir’s labour unions to swap 
wage cuts worth $500m a year 
for a 20 per cent stake in the 
company. 

However, the deal fell apart 
in July after employees voted 1 
against it 

Mr Wolf comes to USAir 
with a long bat sometimes 
controversial reputation as an 
airline industry turnround 
specialist 

Before joining United in 
1987, he had held top jobs at 
several large US airlines, often 
forcing wage concessions as 
part of his efforts to improve 
the airlines' flmwinfal perfor- 
mance. 

At United, Mr Wolf per- 
suaded employees to yield 
$4.9bn worth of labour conces- 
sions in return fin* a 55 per 
cent controlling stake in the 
company. 

But his tough stance daring 
the negotiations won him few 
friends among the workforce, 
and he was obliged to leave 
the company when the employ- 
ees took over. 

• However, Mr Glenn Engel, 
an analyst at Goldman Sachs, 
said whether or not Mr Wolf 
was liked by USAir’s employ- 
ees was less important than 
whether they respected him. 
“In Mr Wolf’s case. I think 
there will be clear respect 
from the unions because here 
is an airline person who 
knows how to operate an air- 
line, " Mr Engel said. 

“You don’t want to make 
concessions to a pure financial 
operator who is not really 
going to build the airline, 
because then you will feel it's 
worthless. But if you feel there 
is somebody good running 
your organisation you are 
willing to give them more lati- 
tude." 

Even so, one big obstacle Mr 
Wolf will face in negotiations 
with the unions will be 
USAir’s recent burst of profit- 
ability. 

Against a background of 
buoyant conditions in the US 
airline industry, USAir man- 
aged to report its first profit- 
able quarters for six years last 
year, leading the onions to ask 
why any concessions should be 
necessary. 
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Record quarter for Computer Associates 


By Louise Kehoe 
In San Francisco 

Computer Associates, the US 
software group, reported 
record results for its fiscal 
third quarter, helped by strong 
demand for software used on 
networks of distributed 
computers. 

Net income for the quarter, 
ended December 31, was well 


above Wall Street estimates at 
$227-201, an increase of 30 per 
cent over last year's $17-L2m. 

Earnings per share rose from 
69 cents to 90 cents in the same 
period last year, adjusted for 
an August three-for-two stock 
split. 

Revenue for the quarter was 
-$ibn, up 39 per cent from 
$721ia. 

CA's share price rose on 


news of the results to trade at 
$59% in mid-session, up from 
Tuesday's close of $56%. 

During the quarter CA 
launched new products for 
managing secure electronic 
commerce on the Internet The 
company also forged agree- 
ments with Netscape Commu- 
nications, the leading internet 
software company, and Micro- 
soft, the personal computer 


software leader, aimed at 
expanding its role in the grow- 
ing Internet software market. 

For the year to date. CA 
reported net income of $48S.6m. 
or $1.93 a share, up from 
8373.6m. or SL4S. tn the first 
nine months of fiscal 1991. Rev- 
enues rose 31 per cent from 
31.8bn to S2.4bn, excluding 
acquisition charges in both 
years. 


• Spyglass, another Internet 
software developer, also 
reported higber-than-expected 
quarterly earnings. 

For its first fiscal quarter, 
ended December 31, revenues 
rose more than 90 per cent, 
from $2.0m a year earlier to 
33.8m. Net income was $L2m, 
or 6 cents a share, compared 
with 37.5m, or 4 cents. 
Editorial Comment, Page I? 


Intel’s slowdown highlights changing role 

The group blamed results on its growing motherboard business, writes Louise Kehoe 


I ntel's fourth-quarter 
results, which fell short of 
Wall Street expectations, 
have fuelled fears among tech- 
nology investors that growth is 
slowing in the personal com- 
puter market, a primary driver 
of high technology growth. 

Reporting after the market 
close on Tuesday, the world 
semiconductor industry leader 
said its quarterly net income 
rose to 3867m, or 98 cents a 
share - more than double the 
$372m, or 43 cents a share, 
reputed in the same period a 
year ago, but well below ana- 
lysts’ estimates of about JJL09 a 
share. 

Revenues rose 42 per cent 
from $33bn to $4.6bn. 

The worldwide PC industry, 
to which Intel supplies micro- 
processor chips and circuit 
boards, saw sales growth of 
about 25 per cent in the fourth 
quarter, but did not meet the 
company’s higher expectations. 
In particular, Intel's US' reve- 
nues were “essentially fiat" in 
the fourth quarter, compared 
with the previous quarter, the 
company said. 

Moreover, Intel now expects 
first-quarter 1996 sales to be 
s imilar to those of the last 
quarter, at $4.6bn. 

Given rising costs for new 
plants and equipment, together 


Sham price 


relative to the SAP Hfgh-toeb Index S 


Earnings par attars 





Source; FT Extol 

with higher depreciation costs 
on existing plants, analysts 
expect the company’s earnings 
to be fiat or slightly down. 

Noting market analysts' fore- 
casts for growth of between 17 
per cent and 20 per cent in the 
PC market in 1996, Intel tacitly 
acknowledged that the heady 
growth of the first nine months 
of 1995 might now be waning. 

However, Intel’s fourth- 
quarter report also highlighted 
its chang in g role in the PC 
industry. 

As the dominant supplier of 
microprocessor chips to PC 
manufacturers. Intel has long 


been regarded as an industry 
bellwether. 

Over the past two years, 
however, the company has also 
become one of the biggest man- 
ufacturers of PC “mother- 
boards", the main circuit 
boards inside a PC. 

Acknowledging that fourth- 
quarter earnings did not meet 
its own expectations, or those 
of the financial community, 
Intel blamed the shortfall on 
problems in this segment of its 
business. 

Sales of PC motherboards 
were lower than expected, Intel 
said, with several customers 


around the world reducing 
orders. As a result, Intel found 
itself with excess stocks of 
memory chips, purchased from 
other chip makers. Falling 
prices for memory chips over 
the past two months forced 
Intel to write down the value 
of these excess stocks to the 
tune of about 370m, or 6 cents 
to 8 cents a share. 

I ntel's involvement in the 
motherboard business, 
although largely over- 
looked until now, has been 
growing rapidly over the past 
two years. 


The company originally 
entered the circuit board busi- 
ness to provide its PC industry 
customers with a quick way to 
make a transition to its new 
generation of Pentium micro- 
processors. 

By building the circuit 
boards itself. Intel aimed to 
eliminate a potential bottle- 
neck as PC manufacturers 
designed new circuit boards, 
thereby ensuring that the PC 
industry could move quickly in 
adopting the new chips. 

The strategy has been very 
successful and is reflected in 
the rapid pace of advance in 
PC performance. 

A new PC purchased today 
for $2,000 is significantly faster 
than one that might have been 
bought a year ago for the same 
price. 

With its move into circuit 
board manufacturing, however, 
Intel has become vulnerable to 
risks that are more commonly 
associated with computer 
companies. 

As Intel pursues the develop- 
ment of new PC applications 
that make use of its highest 
performance microprocessor 
chips it will increasingly be 
regarded as a systems 
company, rather than simply 
as the world's biggest chip- 
maker. 



If there's a solution to be found, 
ABN AMRO Hoare Govett will find it. 
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Placement pFa package of 
shares of 


Van Lanschot Be leggings 
Compagnie B.V. 


held by National Westminster 
Bank Pic to a consortium of 
7 financial institutions 


Financial adviser 
and placing agent 

ABN AMRO Hoare Govett 


Van Doome’5 
Transmlssie B.V. 


has been acquired by 


Robert Bosch GmbH 


Financial adviser 
■ to the sellers 

ABN AMRO Hoare Govett 


Pakhoed France SARL 


has acquired 


Lambert teriftre SA 


FFR 408,000.000 


Financial adviser 
to Pakhoed Fiance SARL 

ABN AMRO Hoare Govett 
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Oreo Bank N.V. 


NLG 430,000,000 


Financial restructuring through 
a public offer 


Financial adviser and 
fedlltator to Oreo Bank N.V. 

ABN AMRO Hoare Govett 


Gist-Brocades SJL 
a subsidiary of 

Royal Gist-Brocades N.V. 

has acquired the bread 
Improvers and pastry 
ingredients activities of 

Mosa ADmentaria SA 

in Barcelona 


Financial adviser 
to Royal Gist -Brocades N.V. 

ABN AMRO Hoare Govett 


Centres Shopping 

a Corrtineme group company 
in Spain 

has soldlt5 shopping mall 

La Rosaleda 
in Malaga 

to the Investment group 

Foram International 
Holdings li B.V. 

Financial adviser 
to Centro, Shopping 
ABN AMRO Hoare Govett 


Reed Elsevier 
Nederland B.V. 

a subsidiary of 

Reed Elsevier pk 
has sold all outstanding shares oF 
Nedertindse Dagbtadunie B.V. 
to 

PCM UrCgevers N.V. 

Tor 

NLG 865,000.000 

Financial advisor 
to Reed Elsevier pic 
ABN AMRO Hoare Govett 


Grolsdi N.V. 

has successfully acquired a 
12-75% Indirect participation in 

□brewery Company Ltd. 
Sp. Z O-O- 


HeveDus Brewing Company 
Ltd. Sp. z o.o. 

Financial adviser 
to Grolsch N.V. 

ABN AMRO Hoare Govett 


Corporation IBV 
has provided entry to 
Vedior Int e rnational B.V. 

a subsidiary of 
Vendee International N.V. 

through the sale of 30% of the 
Share capital in the temporary 
employment company 

Laborman Empress de 
Trabajo Temporal 5A. 
m Bilbao, Spain 

Financial adviser 
to Vedior Internationa] B.V. 

ABN AMRO Hoare Govett 


N.V. Luchthaven 
Schiphol 


' J acquisition of a shareholding In 


Flilghafen Wien AG. 

Financial adviser 
to N.V. Luchthaven Schiphol 

ABN AMRO Hoare Govett 


Stmatm isos 


Hagemeyer N.V. 

has successfully completed its 
public offer For all outstanding 
registered ordinary shares and 
bearer depositary receipts For 
registered ordinary shores in 

Konlnkiijke Borsumi] 
Wefuy N.V. 

Fora value equal to 

NLG 828,000,000 


Financial adviser 
to Hagemeyer N.V. 

ABN AMRO Hoare Govett 


Getronlcs N.V. 


Roccade informatics 
Groep N.V. 

have each acquired 50% of the 
shares In 

Raet N.V. 


financial adviser 
to Getronics N.V. and 
Roccade Informatica Groep N.V. 

ABN AMRO Hoare Govett 
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police of Early Redemption 
to the Holders of 
Heart m Limited (tbe'ijsswO 
USD 70O4KKMW0.- 
Secnred 8 7 f® Notes Doe 2001 
(the “NoteS”) 

Secured by a charge on USD 700.000.000.- fff% 
SnbonDnated Loan Partknpatkm Certificates doe 2001 
(the “Certificates") 

booed by JJ*. Morgan GmbH for the pnrpose of financing a 
subordinated loan to The Dai-Ichi Kangjo Bank, Limited 
Notice is hereby given that, in accon fa ncc with Condition 6(b) of the Notes, the 
Issuer has elected tondeetnaQ of the Notes us redemption price of 100 per cent, 
of Uic outstanding principal amount thereof on 13ib February, 1996, (ihe 
"Redemption Date") fotknring the early redemption of the Cemficoe*. 

On or after the Redemption One, [be Notes w9l become due and payable in such 
cunency of the United States as ante time of payment shall be legal lender for tbe 
payment of public and private debts. The Notes (together with accrued interest 
dwcon) wfl] be paid upon presentation and surrender of the P e rman e n t Global 
Note las defined in tbe Trust Deed dated 20* February. 1991 > to or to tbe order of 
tftc Principal Paying Agent at ns office a? follows: 

Dai-Ichi Kaogyo Bank fLuxembourg) S.A. 

2. Boulevard de la Foire. 

Place del ‘finite, 

L-1528 Luxembourg. 

Luxembourg 

Payments other than in New York City will be made by U-S. Dollar cheque drawn 
on, or by transfer to a U.S. Dollar aremmt mi i nra i nr d by the payee with, a bank in 
New York City. 

Rom and after 1 2th February. 1996, interest au ell said Notes win cease to accrue. 

Heart ID Lbzdud 
by; Dai-Ichi Kangyo Bank (Luxembourg) S.A. 

Principal Paying Agent 

18th Jammy. 1996 


Notice of Early Redemption 
to tbe Holden of 


USD 700,000,000.- 

8 7/8% Subordinated Loan Participation 
Certificates dne 2001 (the “Certificates”) 
issued by JJ*. Morgan GmbH (the “Bank") 
for the purpose of 

landing and namtaining g subordinated loan to 
The Dai-Ichi Kangyo Bank, Mwiitori (The “Borrower") 


Notice is hereby given that, in accordance with Condition 6. o.' the • tnificucs, the 
Bank has elected to redeem all die Certificate* at [heir outstanding pru^fpal a m o un t 
an 13th February, 1996. (the "Redesnptioa Date") following the prepayment of the 
whole Joan Asm tbe Borrower; The Redemption Amount payable uiebli Certificate 
shall be USD 1 .000.000.- 


Paymcnt of Principal will be made on or after the Redemption Date against 
presentation and sur r en der of the Certificates at the specified office of the Principal 
Paying Agent, or at tbe option of Holders, at any specified office of the Paying Agent 
listed below. Certificates should be presented for payment together with all 
munuured Coupons relating thereto. Certificates and Coupons will become void 
unless presented for payment within periods of 10 yean and S yeas respectively 
tom 13th February. 1996 as defined in Gomfitian II of die Certificates except for 
any untutored Coupons missing bom ■ Certificate presented for redemption, which 
will be valid for op to 10 yean horn the date of redemption, as delmed in Condition 
7 of the Cer tifi c at e s. 


Faying Agents 

Dai-Ichi Kangvo Bank 1 Luxembourg) SA 
2. Boulevard de la Foire, 

Place dc I’Eiofle, 

L-1S28 Luxembourg 

Dat-Idn Kangyo Bank (Schweiz) AG 
LOwenstrafle 32 
CH-S00I Zurich 


18* January, 1996 
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¥30,000,000,000 
Floating Rato Notes 


1996 

In accord anco with the 
Terms and Conditions of tha 
Notes, notice b hereby given 
that the rate of interest for the 
period 18th January, 1996 to 
18th July, 1996 has been fixed at 
235 per cent, per annum and 
that the revised coupon amount 
payable on tha 18th July, 1996 
will be ¥1 16358 per note of 
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Strong gains for Caspian takes on a tough business 

R ank Am erica and SsangYong has acquired a stake in the emerging market specialist 

Norwest in term CSSS 


By Richard Waters 
in New York - 


BankAmerica reported a 19 per 
cent rise in after-tax profits in 
the final quarter of last year, 
adding to the list of US hanks 
which this week have reported 
record annual earnings. 

Norwest. the Minneapolis- 
based institution which has 
become one of the most profit- 
able regional hanking groups 
in the US, registered net 
income growth of 26 per cent, 
helped in part by acquisitions. 

Results from both banks 
reflected trends already appar- 
ent from other US banks’ fig- 
ures this week. Despite a slow- 
ing of loan growth in recent 
month, lending - particularly 
to consumers - remains well 
up on a year ago. 

Lending marg ins are only 
slightly below their historically 
high levels of 1994, and loan 
losses remain subdued. 

In the latest quarter, 
BankAmerica’s net interest 
margin slipped nine basis 
points from a year before, to 
4.44 per cent 

However, this was more than 
offset by a 10 per cent increase 
in average loans compared 


with the year before. The 
result was a 6 per cent rise in 
net interest income, to $l25m. 

In line with other money- 
centre banks, BankAmerica 
recorded an improvement in 
trading and venture capital 
profits, which lifted its overall 
non-interest income by $U&xl 
Costs remained fiat. 

Norwest saw its net interest 
■ma rpfn in the quarter slip 13 
basis points, to EL6 per emit - 
although the margin rose for 
the year as a whole. The 
bank’s loan loss experience 
increased in the quarter, while 
its provision for credit losses 
for the year climbed 90 per 
cent to 8312m. 

BankAmerica reported net 
income of $704m, or $1.74 a 
share, in the fourth quarter of 
1994, up from $59Im, or $1.40, a 
year, the year before. Full-year 
earnings were 22 per cent 
higher at $2£6fan, or $6.45 a 
share. 

Norwesfs after-tax profits in 
the quarter were 27 per cent 
higher at $256m, while fuDy- 
dfluted earnings per share rose 
16 per cent to 72 cents. For the 
year as a whole, net income 
rose 19 per cent to $95Gm, or 
$2.73 a share. 


Record R&D spending 
seen for US drug groups 


US pharmaceutical companies 
expect to spend a record 
$15.8bn in worldwide research 
and development in 1996. up 9.6 
per cent from last 
year, Reuter reports from 
Washington. 

The Pharmaceutical 
Research and Manufacturers of 
America, a trade group, said 
the forecast showed a contin- 
ued increase In research spend- 
ing since 1970. However, it said 
the 1996 spending would repre- 
sent 19 per cent of expected 
sales, down from last year's 
19.1 per cent 


The association said industry 
sales for this year would be an 
estimated $96.6bn, a 102 per 
cent increase from $87.6hn last 
year. 

Mr Gerald Mossingfaoff, the 
association's president, said 
member companies were 
developing 215 medicines for 
cancer, 107 drugs for heart 
disease and strokes, 132 for 
more than 15 diseases 
associated with ageing. 110 
medicines for Aids and 
Aids-related conditions, and 
118 drugs for neurological 
disorders. 


C hristopher Heath, once 
Britain’s highest paid 
executive and the archi- 
tect of Barings' spectacular 
Asian success story in the 
1980s. is back in business. 

His new company, the 
emerging markets securities 
specialist Caspian, has quietly 
begun trading in Latin 
American shares after 
receiving permission from 
regulators late last year to 
start operations In the US and 
the UK. 

On Tuesday, Caspian 
announced an agreement 
under which South Korea's 
sixth largest company. 
SsangYong, will take a 12 per. 
cent stake. This will help 
Caspian in the difficult Asian 
markets, which, along with 
markets in eastern Europe, it 
soon plans to ado-. Initially 
concentrating on share 
trading, Caspian intends later 
to move into pmprg in g market 
bonds. 

The accord will also enlarge 
the venture’s capital beyond its 
ysnm launch capital Mr Heath 
says a rights issue for up to 
SlOOm cm top of that should be 
completed in the first quarter. 

If Caspian is successful, the 
current staff of dose to 100 - 
mainly in New York, where 
already 50 people are based, 
and London - could grow more 
than five-fold over five years. 

“We saw a lot of potential 
clients, asking whether they 
saw a demand for a pore 
emerging markets broking, 
capital markets and fond 
management firm, and the 
answer we got was positive,” 
he says. “There is nothing 
between the small boutiques 
and the vast size of something 
like SBC Warburg." 

Mr Heath is, however, a bug 
way from being the first in the 
field - as he was when he 
moved into the Japanese 
securities markets and built 
the foundation for Barings’ 
1980s Asian profits. On the 
contrary, Caspian is moving 
late into the emerg in g marfrpte 
in competition with many 
established and better known 
operations. 

Neither is Caspian the only 



Christopher Heath: T didn't want to create a Barings Mark IT 


newcomer. While mergers last 
year, such as ING’s rescue of 
Barings and Swiss Bank 
Corporation's takeover of 
Warburg, consolidated the 
competition, other firms have 
entered the fray. Among 
others, Robert Fleming is 
expanding its business into 
Latin America; Kleinwort 
Benson, now backed by 
Dresdner Bank capital, has 
enlarged its emerging markets 
operation; and UBS is doing 
the same. 

Competition has driven 
down dealing margins for the 
bread-and-butter business of 
stockbroking. in Asia, they are 
razor-thin. In Latin America, 
where Caspian has launched 
its operations, they are fatter 
but shrinking. According to 
one broker, margins in Latin 
America shares “are half what 
they were two years ago", and 
now stand depending on the 
market, as low as 0-25 per cent 
In eastern Europe, markets are 
relatively small and trading 
volumes low. 

Broking accounts for a 
minority of most investment 
bank revenues these days, but 
Caspian’s capital base is not 


large enough either to be an 
important trading house. 

Mr Heath sees Caspian's 
advantage is in the 
international business to be 
directed its way by powerful 
emerg ing market shareholders. 
SsangYong, a conglomerate 
with a big securities house 
subsidiary, is the second after 
National Finance, the 
investment hank owned by 
Siam Commercial Bank of 
Thailand. Mr Paul Zuckerman, 
vice-chairman, says Caspian is 
talking with other potential 
partners in the emerging 
markets. 


C aspian also hopes to 
distinguish its research 
from the reams already 
produced by the competition. 
Mr Heath says its sophisticated 
computer systems - installed 
partly with financial controls 
in Tnind - will also deliver 
“real time" research to the 
desk-top computers of 
institutional investors. It 
should also give them access to 
software and spreadsheets to 
allow clients to manipulate the 
data. 

He also says Caspian will try 


Stephen Fidler 


Investors not yet ready for Mexican share issues 

Leading companies are finding refinancing tough despite improved economic conditions, says Daniel Dombey 


O n the face of it, Mexico 
has come a long way 
from the financial cri- 
sis that followed the peso 
devaluation a little over a year 
ago. 

Interest rates are falling, 
inflation Is at containable 
rates, and government and 
private borrowers have raised 
more than $4.5bn from 
International capital markets 
in the last six months, with 
both sovereign and corporate 
debt issues recently 
oversubscribed. 

Far tile first week of 1996, 
the Mexican stock exchange 
was rated as the world's most 
profitable In dollar terms with 
an increase of 1L8 per cent 
Volume was relatively high at 
an average of more than 
$200m, and the peso appreci- 
ated, suggesting the return of 
the non-dedicated mutual 
funds that kept away from the 
market in 1995. 

Although the economy is 
still in difficult straffs - it con- 
tracted an estimated 7 per cent 
in 1995 and is forecast to grow 
a modest 3 per cent this year - 
the struggle against inflation 
has bronght better news. 
A year-end figure of 52 per 
cent for 1995 was lower than 
feared. 

However, the partial and 
rather choppy return that 


Mexico made to interna- 
tional sources of financing is 
far from business as usuaL It 
will be some time, for example, 
before the market is ready far 
new Mexican share issues, 
although some companies may 
experiment with convertible 
bond offerings. 

“Access to capital markets 
will be grudging this year,” 
says Mr Robert Rauch, manag- 
ing director of the Weston 
Group, a New York-based 
investment banking group. 
"Companies grow used to 
being able to carry out refinan- 
cing. And when that's cut off 
or becomes uneven, it can 
result in a level of financial 
distress." 

One Mexican conglomerate, 
Empresas La Moderns, which 
issued $125m in new debt last 
week and $l£0m in November, 
still has to cany out a third 
issue of more than $200m 
before it can fully restructure 
short-term debt left from inter- 
national purchases made just 
before the devaluation. 

Although analysts have 
praised the company for Its 
expansion, which established it 
as a leading seed manufac- 
turer, La Modems had hoped 
to reprofile its debt in much 
shorter order. 

If the company were a purely 
Mexican concern, the difficulty 
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of getting financing would 
have been greater. “We’re a 
global company with plants in 
some 26 countries. That 
helped," says Mr Enrique 
Osorio, the company's 
treasurer. 

Equity issues, which in the 
early JSQOs were largely taken 
up by International investors, 
are more problematic. Two 
other conglomerates, Grupo 
Alfa, a steel, petrochemical and 
packaged food producer, and 


Femsa, the country's biggest 
beverage company, would like 
to issue shares in some of their 
constituent companies, but 
have found bringing projects 
forward difficult at a time 
when the bolsa is still well 
below its dollar peak. 

“The market's belief is that 
Mexican corporations don’t 
want to sell equity at these 
prices. Tbe first couple who do 
so wDl definitely be in a buy- 
ers' market,'’ says Mr Jay 


Peiosky, Latin American strat- 
egist at Morgan Stanley in 
New York. 

In the meantime, access to 
the debt market will largely be 
determined by the Mexican 
government. Tbe government 
will aim to avoid 1997 and 1998 
maturities in order not to exac- 
erbate a bulge in repayments 
due in those years to the US 
Treasury and International 
Monetary Fund. 

The issue last week of 
DM1.5bn - Increased from 
DMlbn - of seven-year 10.375 
per cent government- euro- 
bonds satisfied German retail 
investors’ hunger for 
double-digit yields. Zt also 
pushed maturities beyond pre- 
vious levels, helping corporate 
prospects of securing longer 
term debt 

However, a more exacting 
test will be the attitude of US 
institutional investors, which 
the government aims to attract 
with a planned issue $750m of 
five-year global bonds, the 
country’s first fixed-rate inter- 
national dollar offering since 
March 1993. 

“As the economy settles 
down and we start delivering 
some growth, people will begin 
seeing Mexican risk improving 
and r ealising that it is time to 
start investing,” says Mr Ale- 
jandro Valenzuela, a finance 


ministry spokesman, who 
hopes that terms and maturi- 
ties will continue to improve. 
“Hopefully, they will give us 
another chance." 

One danger is that an upturn 
in US interest rates would 
dampen foreign interest, as 
would a return to tbe rumour 
and sense of drift that charac- 
terised the Mexican market In 
autumn last year. 


T be Zedillo government 
recently appointed a 
presidential spokesman 
to try to stem the political 
rumours that have added to 
market Instability. However, 
concerns about electoral 
reform and political, financial 
and criminal scandals sur- 
rounding the family of former 
President Carlos Salinas may 
affect confidence. 

Individual companies' ability 
to get new finan cing will also' 1 
hinge on year-end earnings, 
due in coming weeks. Mr 
Peiosky of Morgan Stanley 
believes the Mexican bolsa 
could rise by 30 per cent in 
dollar terms this year. 

However, while interest in 
Mexico remains fragile and 
below the levels of previous 
years, both government 
and business will still find 
fin ancial life something of a 
struggle. 


We are pleased to announce the election 
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Templeton Global Utilities Food - Class A 

USD 

0.025 

5 

19.01.1996 

Templeton Global Convertible Fond - Class A 

USD 

0.045 

6 

19.01.1996 

Templeton Global Balanced Fund - Class A 

USD 

0.03 

7 

19.01.1996 

Templeton Global Income Fond - Class A 

USD 

0.18 

7 

19.01.1996 

Templeton Deutsche Mark Global Bond Fund - 
Class A 

DEM 

0.145 

7 

19.01.1996 

Templeton Emerging Markets Fixed Income 

Fflpd -CU«K..A 

USD- .. 

0.2 

7 
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NOnCE TO SHAREHOLDERS 

To the shareholders of Lombard Otfier Invest- The Pacific Basin Fund 
Wb are pleased to Inform you that your board of ttrectora has decided to change 
°SF ,nwa “ 17,0 Padfl c Basin Fund to Lombard 
££*2: f ^-f u f* d .r L P-~. Pacffic .Bitac! from 

b0en decWed tha “» ofcJocttve and poUcy of the 
renamed LO - Pacific Rim Fund shall be reworded as follows: 

"A class designated In USD and Invested primarSv in equity securities quoted hit 

nirn 3/8,1 QJtdu ‘*"9 i *wed 

by com panies tocaisd in the Pacific Rim area. H win concentr a te on such 
territories as Hong Kong. Malaysia. Singapore, Thailand. Indonesia. Phflfoelnes, 
China. It Is the intention of the Directors then this riSKX should 
normafy be fuHy Invaded In such securities. Investments in non-EBg&He States 
■ndfor in markets which are not Regulated Markets shall In qjgregate not 
BKCB 9 ^ Meets of the Fund, Investments In securitise ot issuers of 

certain Asia- Pacific countries Involve special considerations and risk*. These 
rldts are outlined on page S oltha November 1995 prospectus in Risk F&aora. 
The Dealing Currency b USD.' ^ raawa ‘ 

Ptease note that should you dsagree with this change you may redaem your 
snares from me Lombard Otfier Invest -The Pacific Basin Fund from January 15. 
1996 until February IS, 1996 without cost January 

1895 Prospectus, phis addendums thereto, b available 
from the Registered Office ol Lombard Otfier Invest 
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For further information. Shareholders are Invited to contact their nearest Templeton office: 
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January 1996 


@ CHINA MERCHANTS 

CHINA DIRECT INVESTMENTS LIMITED 
Net Asset Value 

China Merchants China Direct Investments Limited announces that 
as at 31st December, 1995, the unaudited consolidated net asset 

value per share of the Company was US$1 .06. 

CHINA MERCHANTS CHINA DIRECT INVESTMENTS LOTTED 

(Incorporated with Emlted SabiBty In Hong Kong) - 

15th January, 1996 
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to. address -_ a common 
complaint from fond managers 
who find most current 
research is 100 regional in 
orientation, making 
comparisons between, say, 
telephone companies in Mexico 
and Indonesia difficult. 

Success in research and 
elsewhere will depend an the 
skills of the people who join. 
The setback last year in the 
emerging markets following 
the Mexican devaluation 
meant, he says, that good staff 
could be obtained more 
cheaply. Many have been made 
partners, reducing start-up 
costs and allowing 
remuneration to be linked 
more closely with success. 

Some well-known figures 
have joined. The former deputy 
governor of the Bank- of 
England, Mr Rupert Fennant- 
Rea, is non-executive chair- 
man, and Mr Robert McNa- 
mara, US defence secretary 
during the Vietnam war era 
and former president of the 
World Bank, sits on the board 

Caspian has also recruited 
partners from a raft of 
investment banks, most of 
whom have taken a big initial 
pay cut. They include Mr 
James Reed, from Nomura, 
who is head of equities in the 
Americas, and Mr Zuckerman, 
from S.G. Warburg, who is also 
head of corporate finance. 

At least nine have made the 
move from his former 
employer, not as many as 
Barings once feared. Mr Heath 
hints that more people may yet 
be recruited from there but 
adds: “I didn't want to create a 
Barings Mark IL" 

Yet however good the team, 
success will be elusive if the 
the emerging markets do not 
continue to grow. Many 
investors have still to be 
convinced that they are more 
than a passing fad, though 
International Monetary Fund 
forecasts suggest that 
emerging markets could 
account for half of world stock 
market capitalisation by 2015. 
Mr Heath will be hoping tbe 
IMF Is nearer the mark. 
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Sony takes first step in pursuit of its digital dream 

The consumer electronics group needed to reinvent itself to avoid 
being left behind by the multimedia age, reports Michiyo Nakamoto 

s 


Olay's decision to revamp 
i its corporate structure is 
a fitting prelude to a sec- 
ond half-century in business 
which the company prepares to 
usher in this spring. 

The Japanese consumer elec- 
tronics company, which cele- 
brates its 50th anniversary in 
May. said this week it would 
add two new business units to 
focus on information technol- 
ogy and communications 
equipment, establish an execu- 
tive board to oversee corporate 
strategy, and create four new 
corporate R&D Laboratories. 

Sony's reorganisation comes 
only two years after it over- 
hauled its previous corporate 
structure and split itself up 
into a corporate headquarters 
and eight independent busi- 
ness units called “companies'’. 

While the positive contribu- 
tion of that earlier reorganisa- 
tion is recognised by Sony 
executives and industry ana , 
lysts alike, the latest move 
highlights the enormous pres- 
sure the company faces to 
shape itself up to remain a 
leader in the changing world of 
consumer electronics. 

By introducing further 
changes to the corporate struc- 
ture. Mr Nobuyuki Idei. presi- 
dent and chief operating officer 
for the past year, has sent a 
strong signal that he recog- 
nises the challenges confront- 
ing the company. 

Sony is at a critical point; 
what happens next could deter- 
mine whether the company 
will survive to commemorate 
its centenary - or is relegated 
to the annals of 20th century 
Japanese business legends. 

The growing importance of 
computers and communica- 
tions equipment in the con- 
sumer electronics market - 
and the increasing conver- 
gence of computing, telecom- 
munications and electronic 
entertainment in new multi- 
media products - are forcing 
established consumer electron- 
ics companies to refocus their 
energies on technologies. 


Sony 

Sales and operating revenue 
(Vbn) 



Share price 

Rotative to tha NStkel 225 Average 


1891 82 

Source; Sony /FT Baa 

rather than the products that 
have traditionally been their 
forte. 

The conventional audio- 
visual products Sony makes 
are being pushed to the lower 
end of the market, so unless it 
can establish itself as a leader 
in the emerging multimedia 
market, the company’s status 
within the industry and its rep- 
utation as a leading electronics 
company - not to mention its 
profits - seem certain to take a 
painful fall. 

To avoid that fate, Sony 
needs to transform itself from 
an old-style consumer electron- 
ics company, dependent on the 
analogue technology that lies 
behind conventional audio- 
visual equipment - from tran- 
sistor radios to televisions - 
into a more broad-based elec- 
tronics company capable of 
drawing on its expertise in dig- 
ital technology to invent new 
products for the multimedia 
age. 

he changes in technol- 
ogy are rearing a new 
generation of consumer 
electronics users whom Mr Idei 
dubs the "digital dream kids". 
If Sony is to satisfy their 
needs, the company will have 
to change Its own corporate 
culture so that it is able to 
identify with them. 

Mr Akio Marita, the charis- 
matic founder of Sony, is a 


Walkman kid and Mr Norio 
Ohga. his successor as presi- 
dent and now chairman of the 
company, is a CD kid. But, 
says Mr Tamotsu Iba. the com- 
pany’s executive deputy presi- 
dent “Mr Idei wants to be a 
digital dream kid." 

In its latest reorganisation, 
the company has taken several 
steps in pursuit of its dream. 

It plans to support promising 
young talent which will per- 
haps be better able to grasp the 
market needs of the new era, 
and will set up a corporate lab- 
oratory dedicated to R&D in 
software, networks and other 
information technologies and a 
separate corporate R&D labora- 
tory with a brief to conduct 
research in semiconductors 
and system design. 

Furthermore. Sony plans to 
set up two new companies 
focused on information tech- 
nology and telecommunica- 
tions. which are vital areas for 
multimedia, where Sony has 
little experience. 

Although Sony makes com- 
puters, its efforts in that field 
have been lacklustre. But it is 
now joining hands with Intel, 
the US semiconductor maker, 
to develop PCs, and with CM 
Electric, a leading semiconduc- 
tor maker, to develop advanced 
semiconductors. 

Sony's decision to set up cor- 
porate R&D units that will 
focus on information tecimol- 


Australian gold 
groups in bid battle 


By Nikki Tait In Sydney 

A bid battle broke out 
yesterday over Gasgoyne Gold 
Mines, the Western Australian 
gold producer, after Sons of 
Gwalia, the expansion-minded 
mining group, announced 
plans to merge with 
Melbourne-based Burmine and 
then make an all- paper offer, 
said to be worth AS152m 
(US$ll3m), for Gasgoyne. 

Sons of Gwalia claimed that 
the combination of its assets 
and those of Burmine and Gas- 
gayne would create a goldmin- 
ing company with dominant 
tenement positions in three 
areas of Western Australia, 
and would rank the group as 
Australia’s sixth largest gold 
producer by market capitalisa- 
tion. The merged entity would 
have forecast annual gold pro- 
duction of at least 450,000 oz a 
year in 1996-97. 

However, there was no 
immediate response from Gas- 
goyne, which was the subject 
of a friendly A$135m offer from 
Idaho-based Coeur d'Alene 
Mines just before Christmas. 

The Coeur d'Alene terms 
involved a mixture of shares 
and cash, and were said to be 
worth AS2.35 per Gasgoyne 
share when the offer was made 
chased on prevailing exchange 
rates). Coeur d'Alene, a gold 
and silver producer which has 
no operations in Australia, also 
acquired an option on 19.9 per 
cent of Gasgoyne's equity at 


the bid price from Mr Phil 
Crabb, Gasgoyne's chief execu- 
tive. and his family. 

By contrast, SOG's proposed 
three-way merger would con- 
solidate a number of mining 
interests in the Southern 
Cross/Marvel Loch region. Gas- 
goyne's main asset is a 50 per 
cent interest in the Yilgarn 
Star mine, which produced 
110,613 oz of gold in the year to 
end-June. Sons of Gwalia owns 
the neighbouring Marvel Loch 
mine, while Burmine has a 
number of interests in the 
same area. 

Burmine has already 
snapped up a 9.25 per cent 
interest in Gasgoyne. and also 
owns 10 per cent of Orion 
Resources, Gasgoyne’s partner 
in the Yilgarn Star mint Yes- 
terday, there was immediate 
speculation that SOG would 
want to tidy up the situation 
further, and ultimately acquire 
Orion, too. SOG said there had 
been no discussions. 

The terms or the proposed 
merger are one SOG share for 
every two Burmine shares 
held, and one SOG share for 
every three in Gasgoyne. The 
Burmine offer is not dependent 
on the Gasgoyne deal going 
ahead. 

News of the offers prompted 
shar p movements on the stock 
exchange: Gasgoyne shares 
jumped 19 cents to AS2.60, 
while Burmine was up 64 
cents, at A$3.S5. SOG was 
steady at AS8.Q0. 


Further offer 
for Standard 
Chartered arm 

By Ted Bardacfce 
In Bangkok 

Nava Finance and Securities, a 
leading Thai brokerage house, 
is malting a further bid for the 
Asian securities arm of Stan- 
dard Chartered Bank. 

The UK bank has been try- 
ing to sell the lossmaking 
Standard Chartered Securities 
for more than a year, hut talks 
broke down last July when 
Nava, with its parent com- 
pany, Thai Military Bank, bid 
for 51 per cent of the Hong 
Kong-based Standard Char- 
toed Securities. 

Nithlpat Capital of Thailand, 
Prndential-Bache of the US 
and Goodwill Investment 
Holdings of Hong Kong have 
also held, inconclusive discus- 
sions about acquiring the 
company. 

Any purchase of Standard 
Chartered Securities would 
require the consent of senior 
management at the ailing bro- 
kerage, because they would be 
expected to take a substantial 
minority stake in the new ven- 
ture, Nava said. 

The triangular nature of the 
negotiations made them excep- 
tionally difficult. 

Nava’s relationship with the 
UK brokerage house W JL Carr, 
whereby the Thai broker 
places orders on the Thai 
stock exchange for WJ. Carr, 
would not be affected by any 
potential venture, Nava offi- 
cials added. 


Matsushita issues five-year plan 


[atsusbita, the Japanese 
lectronics group, said 
esterday that it aimed to raise 
s overseas production to 30 
ar cent of the total by April 
W0. Renter reports from 
ok vo. At the moment 23 per 
»nt of its production is sited 
ntside Japan. _ 

The group, in its fiv^year 
Bsinws strategy to fiscal 
MMl. also plans to W the 
itio of overseas sales to total 


sales from 43 per cent now to 
50 per cent, company officials 
said. 

Matsushita also aimed to 
increase the ratio of electronic 
component sales to total group 
sales to 33 per cent in fiscal 
30004)1 from the current 25 per 
cent 

For the fiscal year starting 
on April 1, the Matsushita 
group will focus on four 
business fields - optical discs 
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and disc players, mobile 
communications equipment, 
display devices and 
semiconductors, the officials 
said. 

A spokesman said the 
company planned to launch 
digital video disc (DVD) 
players around June, aiming to 
expand its DVD and other 
optical disc-related bumness to 
Y5,000bn <$4.73bn) by about 
2000. 
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ogy and semiconductors signi- 
fies a more serious effort to 
build the two arras into pillars 
of its future operations. The 
importance Sony attaches to 
these R&D laboratories is seen 
from the fact that they stand 
above the independent 
companies. 

In addition, an executive 
board is being established to 
help co-ordinate the efforts of 
the 10 companies that will 
comprise the core of Sony in 
Japan. 

The corporate structure 
introduced two years ago. 
which divided Sony into eight 
independent companies, has 
transformed the extremely 
large organisation that Sony 
had become into smaller, more 
flexible and market-driven 
units. 



Nobuyuki Idei: courting ‘digital dream kids' with culture change 


A: 


nother effect of the sys- 
tem has been to instil a 
.greater sense of respon- 
sibility in the top management 
of each company. 

Tt has to be recognised that 
the company system enabled 
Sony to cut costs." points out 


Mr Hideki Watanabe, industry 
analyst at Nikko Research 
Center. 

However, the natural 
tendency for company heads to 
concentrate on the 
performance of their own 
operations made it difficult for 
Sony as a group to develop a 
corporate strategy, as Mr Iba 
admits. 

This is a big drawback for a 
company striving to establish 
itself as a leader in a chang in g 
market. By maintaining the 
overall company structure but 
reinforcing it with an execu- 
tive board, Sony hopes to get 
the best of both worlds. 


The changes Sony is introdu- 
cing have been widely wel- 
comed as necessary to equip 
the company for a new market 
order in which it will have to 
strive afresh for star status. 

-Sony has not seemed itself 
in the past few years." says 
Nikko's Mr Watanabe. What 
gave Sony its special character 
and enabled it to bring hit 
products to the market was its 
way of pulling all its resources 
together and sparing nothing 
in developing new products, he 
says. The latest changes, he 
believes, give Sony the chance 
to regain some of its lost 
sparkle. 


ASIA-PACIFIC NEWS DIGEST 

Tubemakers urges 
rejection of BHP bid 

Independent directors of Tubemakers, the Austr alian 
engineering group which is facing a A$590m (USS439m) bid 
from Broken Hill Proprietary for the 51.5 per cent of 
Tubemakers which it does not already own. yesterday 
formally recommended rejection of the offer. 

In documents sent to shareholders, they said that the offer 
"undervalues the company’s significant growth prospects”, 
and noted that Grant Samuel & Associates, called in ns an 
independent expert, had assessed the value of Tubemakers at 
between AS4.19 and A&.43 a share - well above the AS4.Q5 
being offered by BHP. The directors forecast operating profits 
of ASMS. 7m in 1995-96. rising to A$l81.4m in the following 
year, and after-tax profits of ASTO.lm and AS86m_ 

Nikki Tail. Sydney 

JAL forecasts carriage rise 

japan Airlines said it expected the number of passengers on 
international flights to expand by' 3 per cent to 5 per cent a 
year between 1996 and 2000 under its latest mid-term 
management plan. Passenger numbers on domestic routes 
were expected to expand 5 per cent a year, and cargo capacity, 
in terms of available tonne- kilometres . was forecast to rise 3 
per cent. 

For the year to March 1997, JAL expected its International 
passenger numbers to rise 5 per cent, with domestic numbers 
increasing 2 per cent. Domestic cargo capacity was forecast to 
increase 3 per cent in the same period. Domestically, the focus 
would be on improving existing operations, it said. This 
included improving the profitability of flights from Osaka by 
using smaller aircraft and by introducing new schedules. New 
routes linking Japan with Europe and the US were planned. 

AFX Nru's. Tokyo 

Daihatsu expects sales increase 

Daihatsu Motor has forecast 1996 passenger car sales up 11.7 
per cent year-on-year, to 546,000 units. It expects domestic car 
sales to rise 14 per cent to 470,000 units in 1996, with export 
sales falling 0.7 pet to 76.000. Offshore production is expected 
to rise 3.9 pet to 263,000 units in 1996. 

Meanwhile, Honda said it had no plans to export car engines 
produced at its US plant to Japan. Agencies 

Bahrain bank earnings slip 

National Bank of Bahrain, the country’s biggest commercial 
bank, blamed higher interest rates and a difficult market 
environment for a 15.4 per cent drop in its 1995 net profit, to 
BDl0.4m (S28,lmL Reuter, Manama 


The Commission d’ Evaluation des Actifs de I’Etat, 
pursuant to a mission of the 

Belgian State 

is organising a procedure in connection with the underwriting, 
placing and flotation on the Brussels Stock Exchange of 
1 1 6,809 shares, or 1 6.62% of the capital of 

s.a. DISTRIGAZ n.v. 

Distrigaz supplies Belgium with natural gas. This activity is conducted within the framework o( the State's energy policy 
and is monitored by the Control Committee on Electricity and Gas. 

Within the European context, the company supplies Luxembourg with natural gas 
and is actively involved in international transit 

Background 


On 24 May 1994, the Belgian State and the companies 
Ackermans & van Haaran SA. and Tractabei S A signed 
an agreement wheratay Ackermans & van Hearer acquired 
100% ot Soctete Nationals d'lnvestisaemerrt (S.N.I.) and 
Tract ebeJ acquired 50% of the capital of Distrigaz S A. 
held by S.NJ. and its subsidiaries. This agreement states 
that tithe flotation of Distrigaz on the Brussels Stock Ex- 
change has not been completed by 31 March 1995, the 
Soctete Federate d'lnvestissement (S.F.I.), a public sec- 
tor holding company, will have a call option on 116,809 
Distrigaz shares, or 16.62% of the capital, with possibti- 


Procedure and Timing 

The procedure is divided Into two stages: 

- During the first stage, a limited numbar of candidates will be selected to take 
part In the second stage of the process for the underwriting, placing and flotation 
of the 116,809 Distrigaz shares on the Brussels Stock Exchange. This selection 
wffi be based on proposals which must be received by no later than 9 Febru- 
ary 1996. 

The Commission cf Evaluation des Actifs de I'Bat will inform the candidates of their 
admission to the second stage by 29 February 1996. 

- During the second stage, those candidates selected after the first stage win 
be asked to sirfxnit a firm and definitive offer based on a draft prospectus and a 
draft underwriting agreement which wffl be sent to them as soon as feasible, but 
on 15 May 1996 at the latest Offers will have to be submitted within fifteen days 
after these documents have been sent to candidates and must be such that the 
flotation of Distrigaz on the Brussels Stock Exchange wiB be completed by 31 July 
1996 at the latest The winning bid will be the financiaity most attractive one tak- 
ing into account underwriting price and fees. 

Details pi stage 2 wfll be oommuntaaied to the candidates at the appropriate time. 

Eligibility Criteria 

> This invitation is addressed exclusively to Belgian credit institutions and stock 
brokerage firms arid to credit insti t utions and investment firms from other EU Mem- 

ber States (or from the European Economic Area) which are entitled to undertake 
or participate in such transactions In Belgium, or to consortia exclusively compos- 
ed of such institutions. 

- These institutions, or each member of a consortium, as the case may be, must have 
sufficient financial capability to & 4 )port their underwriting commitment. 

- The lead manager of the consortium must commit to underwrite at (east one third 
of the total. 

- Those financial Institutions or consortia will have to demonstrate, in particular 
through experience of simiar transactions, their ability to place an offer of shares 


mechanics of flotation on the Brussels Stock Exchange. 

Availability of Infor ma tion for the First Stage 

in view of the above-mentioned deadlines, interested parties will be able to consult 
a sat of documents, from 17 January 1906, at the offices of the Bank Degroof. 44 roe 
de V Industrie, 1040 Brussels. 

An information memorandum vrin too be made avertable as soon as posstote. Access 
to the information wffl be granted upon receipt of a written request indicating that the 
above-mentioned eOgfotiity criteria are meL In the case of consortia which are in the 
process of being formed, access to information wifi be granted to toe future lead 
manager of the consortium. Access to Information wUI require that a confidentiality 


ity to place and fist them on the Brussels Stock Exchange. 
This caH option can be exercised until 29 February 1996 
at the price of BEF 1 9,21 3.362253 par share plus a carry- 
ing cost of about BEF 580 per share (based on tha option 
being exercised on 29 February 1996). 

In order to assess the desirability of exercising the op- 
tion. the Commission devaluation des Actifs de TEtat 
has given to a consortium formed by SA AJmarti. S.C.S. 
Bank Degroof and NM RothschBd & Sons Limited (referred 
to as the "State Advisory Team") the exclusive mandate 
to organise the aforementioned procedure. 


Stage 1 proposals 

in view of the expiry date of the call option, Interested institutions must submit their 
proposal by no later than 3 pm {Belgian time) on 9 February 1996, to the State 
Advisory Team, c/o Bank Degroof. 44 Rue de ITndustrie, 1040 Brussels, either by 
registered tetter or by receipted courier. 

This proposal wlfl have to: 

1- specify the conditions of the underwriting, placing and flotation on the Brussels 
Stock Exchange of all the 1 1 6,809 Distrigaz shares (with <flvldend coupons relating 
to the financial years ending 31/12/1 995 and thereafter); 

2. Include in particular the following elements: 

• precise identity of the candidate or members of the consortium (including 
the respective shares of each of tha consortium members in the underwriting), 
as well as evidence of their fulfilment of all of the aforementioned eligibility 
criteria. 

• - the price in BEF per share at which tha candidate would be witling to under- 

write the Distrigaz shares, with specification of dearly identified and quantifiable 
parameters, the change of which until the effective date of underwriting may 
give rise to a revision of this price. 

- at the bidder’s discretion, the price In BEF per share at which tha cancfidate 
firmly commits lo underwrite the Distrigaz stores and the duration of any such 
commitment: 

• a description of theproposed procedure of theptadng and flotation on the 
Brussels Stock Exchange As the Commission d’Evatuation des Actifs de TBat 
)s concerned not to jeopardise the future access of Distrigaz to toe capital mar- 
kets. the procedure wfll have to be such that: 

- during tile placing, individuals and authorized collective investment undertak- 
ings will have the opportunity to acquire at least half of the shares offered; 

- the Distrigaz shaira acquired by the bkidar as a resutttf the underwrite^ must 
be sold in a transparent manner, in this context, the Royal Decree (Amite 
Royal) of 20 July 1994 specifies that, from the date that the Distrigaz shares 
are Bated on the Stock Exchange, no individual or legal entity will be allowed 
to acquire on the Sock Exchange more than 3% of the voting rights attached 


Requests lor information can be sent to the following; 


Frank Doock 

Advisor 

Atom? SJL cfo hnrestco &A. 
BkL du R&gent 54 fcte 2) 

1000 Brussels 
■fet 32^513.45.20 
Fax: 32^51 3.97,41 


Regntar HaegeJsteen 

Managing Director 
Bank Degroof &&& 
Rue de ITndustrie 44 
1040 Brussels 
32JL287.91.il 
325.23057.95 


Matthew W ate r ma n 

Director 

NM Rothschild & Sons Ltd. 

New Court, St Swithin'a Lane 
London EC4P4DU 
44.171.280.50.00 
44.171.280.51.23 


♦ the “aB-in" fees, broken down by item, proposed by the candidate covering 
the underwriting, placing and flotation on the Brussels Stock Exchange as well 
as all administrative costs {fees for Stock Exchange authorities, printing of 
shares and prospectuses, cost of advertising). 

The Commission cTEvaluation des Actifs da TEtat will inform the bidders of their ad- 
mission to the second stage of the process, by 29 February 1996 at the latest 

Amongst the efigtbteappficatrons, those to be retained for stage 2 wlfl be selected 
on toe baas of : 

- the underwriting price and the degree of stability of this price; 

- the price, if any, at which toe bidder firmly commits to underwrite taking into 
accouit the period during which toe bidder is prepared to maintain this commit- 
ment; 


The Belgian State has toe right at any time to terminate this procedure, to interrupt 

or adept K. to decBhe to instruct the S.FJ. to exercise the caB option or not to proceed 
with toe flotation. 

Questions and requests for additional information can be addressed to the state 
Advisory Team. 
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Good Christmas at KingfisherN Above average rise for Tesco 


Retailers report sales rises 


UniChem to make 
£480m bid for 


By Nal Buckley 


Both Tesco and Kingfisher, two 
leading retailers, reported 
strong sales performances yes- 
terday. 

Kingfish er, the retail group 
that includes Woolworths and 
reported an encouraging sales 
increase over Christmas. 

Total group sales increased 
&8 per cent in the 10 weeks to 
January 6, with like-for-like 
sales (excluding store openings 
and closures) up 3.9 per cent. 

Both Woolworths, the vari- 
ety store nhain where profits 
fell last year, and Comet, the 
electrical retailer which slid to 
a loss, reported strong sales 
increases. Total sales in Wool- 
worths increased 7.5 per cent, 
with Comet up 21 per cent 

Superdmg continued to reap 
the rewards of a change in 
focus from household goods to 
health and beauty products, 
with total sales up 3.2 per cent 
or 25 per cent like-for-like. 

Sir Geoffrey Mulcahy. King- 
fisher’s chief executive, said 
Comet would achieve its target 
of returning to profit for the 
full year, in spite of its £8.7m 
interim loss. 

Although the performance of 
the B&Q and Darty chains was 
disappointing the City wel- 


comed the figures. Kingfisher 
closed up dp at 538p. 

Darty, the French electrical 
chain, has been hit both by the 
increase in French VAT rates 
and last year’s public sector 
strikes, leading to a 1.8 per 
cent sales decrease in local cur- 
rency terms and 3.8 per cent 
like-for-like decline. 

Tesco, the grocery retailer, 
reported that sales growth was 
continuing to outstrip the 
industry average, with a strong 
Christmas, particul ar ly in the 
Wm Low stores which it 
acquired in Scotland In 1994. 

For the 20 weeks to Decem- 
ber 30 total sales, excluding 
Wm Low, grew 15.4 per cent, 
with like-for-like sales up 8.5 
per cent 

After infla tion of 4 per cent, 
like-for-like volume growth 
was 45 per cent, slightly down 
from the 6 per cent reported in 
the interim results. 

For the four weeks to Decem- 
ber 30. total sales were up 16.5 
per cent with like-for-like sales 
up 10 per cent 

In the Wm Low stores, sales 
grew 20 per cent in the 20 week 
period, and 16J5 per cent over 
Christmas, on top of a strong 
increase the previous year. 

Sir Ian MacLaurin, chair- 
man, said there was still con- 





Lloyds Chemists 


lyds wn dsr Mmt 

Sir Geoffrey Mulcahy: businesses moving in right direction 


siderable scope for sales 
growth in the Wm Low stores 
before they matched the per- 
formance in the rest of Tesco. 

But Tesco's shares fell 7%p 
to 308p, after an initial rise, 
over fears of increased compe- 
tition in petrol retailing follow- 
ing Esso's announcement that 
it was scrapping free gift pro- 


motions in favour of lower pet- 
rol prices. 

Sir Ian said Tesco’s gross 
margin had fallen “very 
slightly" as a result of contin- 
ued strong price competition. 
But he was unconcerned by 
the aggressive January promo- 
tion from J Sainsbury, which is 
seeking to boost sales. 


UniChem is today expected to 
announce an agreed bid for 
Lloyds Chemists of about 
£480m (5740m) creating the 
UK's largest pharmacy rfiaiw 
and the country's biggest 
drugs wholesaler, writes Peggy 
Bollinger. 

Hie two groups were last 
night understood to be finalis- 
ing details of the offer. If final 
agreement is reached, the com- 
bined group would control 
some 1300 of Britain’s 10,000 
pharmacies, against 1,200 for 
Boots, the high street retailer, 
gnri about 40 per of the 
drugs wholesale market 

The market was last night 
expecting a cash and share 
offer of about 400p a share, as 
well as a cash alternative. It is 
thought unlikely that Uni- 
Chem, which had no net debt 
at the last year end, would 
have to accompany the offer 
with a rights issue. 

The deal is expected to be 
closely examined by the regu- 
latory authorities which con- 
trol the distribution of drugs in 
the UK. But it is thought that, 


as AAH and UniChem each 
already control 30 per cent of 
the drugs distribution market, 
a referral for the enlarged com- 
pany on that basis is unlikely. 
However, a referral of the 
industry can not be ruled out 

The market was broadly in 
favour of an agreed deal The 
two businesses are seen to be a 
good fit, with UniChem stron- 
ger in drugs distribution, and 
Lloyds the bigger retailer. 
However, some rationalisation 
was expected, particularly in 
the distribution business. 

A takeover by the highly 
regarded UniChem would also 
resolve fears ova* the manage- 
ment of Lloyds, the shares of 
which have underperformed 
the market by almost 20 per 
cent over the last year. Tbe 
market has been highly suspi- 
cious of Lloyds’ acquisitive 
strategy in building up its 
retail business. 

Lloyds shares jumped 75p to 
close at 366p yesterday after 
the group was called on by the 
Stock Exchange to reveal that 
it had received an approach. 
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Body Shop warns after 
poor Christmas in US 
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Body Shop International, the 
cosmetics group, yesterday 
warned that pre-tax profits for 
the current year would be 
below those of 1994-95, writes 
Christopher Price. 

The market appeared unsur- 
prised by the news, the shares 
fading just lp to 15lp. 

The company refused to com- 
ment on the plan by Anita and 
Gordon Roddick, chief execu- 
tive and chairman respec- 
tively. to buy back tbe com- 
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pany they founded. 

However, advisers to the 
group said the idea is still 
under active consideration. 

Body Sapp laid part of the 
blame on the poor state of the 
OS retail market, particularly 
over the Christmas period. The 
group said its US investment 
programme included refurbish- 
ments, product developments 
and further expansion, which 
it was confident would restore 
the business to health. 


Granada 
has 9.98% 
of Forte 


By David Blackwell and 
Scheherazade Daneshkhu 


Granada kept up the pressure 
in Its hostile bid for Forte yes- 
terday by taking its stake in 
the hotels group from 9-2 to 
just under 10 per cent 

The purchase of a further 
8.3m shares at 384p follows 
Tuesday’s £336m market raid, 
raising the TV, leisure and 
catering group's stake to 9.98 
per cent 

Yesterday it emerged that 
among the institutions selling 
Forte shares on Tuesday was 
Hermes, the former Post Office 
pension fund beaded by Mr 
Alastair Ross Goobey. It sold 
3m shares to reduce its stake 
to 17.5m shares. 

Mercury Asset Management, 
which last week purchased 
13m Forte shares at 360p to 
362p, sold 9m on Tuesday, tak- 
ing its holding down to 1463. 
It has a similar stake in Gran- 
ada and could play a pivotal 
role in the outcome. 

Granada’s stake is dose to 
the maximum permitted under 
the Takeover Code. 

Granada, which described 
yesterday's purchases as a 
“sweeping up" operation, sent 
what will probably be its final 
document to Forte sharehold- 
ers. Mr Gerry Robinson, chief 
executive, said it laid out the 
alternatives for investors. 

Forte attacked tbe figures in 
the document as “simply 
wrong". Sir Rocco Forte, 
chairman and chief executive, 
said: “No more fiction, some 
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, UniChem's planned bid for onriitt • • ■ 

Lloyds Chemists spans % two 
industry sectors, both in a sham price raWftw te tit* 
j phagp of consolidation. First, ft-SE-a All-Share Index 

the deal is a response to the no — 

takeover of AAH by Gehe. * 

AAH and UniChem have iooi-II 

similar shares of UK whole- VVjJIi 

sale pharmaceuticals distri- 80 '■ TYr^a I. 

button. Lloyds* wholesale J I 

business is smaller, but the 80 1 

acquisition should give Uni- __ ' „ J 

chem greater critical mass. t if 

helping it get a better deal - — fei /V- 

from drugs suppliers. A i * . . . 

tie-up with Lloyds would 5 qI ■ - » . M 

also create the largest group 19M oo M 

of pharmacies in the coun- shuck ft exm 
try, exceeding even Boots. , . 

Consolidation in this sector has been advancing at a much 
slower pace. Individual pharmacists and small chains are 
finding jt incr easing l y hard to survive, while superstores' 
efforts to enter the market have pushed the price of pharmacy 
licences as high as £500,000. Buying in dribs and drabs is a 
slow route to expansion. 

The danger, though, is that UniChem may be overstretching 
itself. Since the two companies are roughly the same size, the 
mathc of the deal may well rely on some pharmacy disposals 
to pay off debt Difficulties in transferring licences, particu- 
larly to superstores’ out-of-town sites, may make this a cum- 
bersome business. , , , _ 

Still at 400p a share, representing a multiple of earnings 
below the market average, the expected rash and shares offer 
seems conservative enough. This is explained by the market’s 
tendency to undervalue Lloyds because of doubts about its 
managemen t. But given its poor share price performance, 
investors may well do better out of the enlarged group. 


DIGEST 


Fairey in $75m 
US expansion 


Fairey Group, the engineering and industrial electronics 
company, is buying Particle Measuring Systems, the 
privately-owned US contamination equipment manufacturer, 
for $75m. The acquisition - Fahey’s 10th in the electronics 
sector in recent years - will make the UK group one of the 
world's lending producers of monitoring and detection systems 
for the semiconductor industry. 

The consideration will be satisfied by $67 .5m (£44m) cash of 
which £37m is being raised in a vendor placing of 7m shares at 
525p and the balance in shares. 

Mr John Poulter, Fairey chief executive, predicted Fairey 
would lift its final dividend to at least 5.45p (4.75p) following 
an encouraging second half performance. That would make a 
total of 8p (7p) for the year. Tim Bun 


London Electricity criticised 

London Electricity, the regional electricity company. Was' 
accused yesterday of breathing the spirit of tbe Greentay - 
report on executive pay by a shareholder action group. ■ 

Mr Nick Stevens, secretary of the UK Shareholders 
Association, winch represents private shareholders, clai med 
that the company’s planned 7-into-6 share consolidation 
favoured the interests of option holders over shareholders. He 
said the consolidation, which follows a lOOp special dividend, 
had been calculated so that optima holders benefited more. 

Sir Bob Reid, chairman of London Electricity, said the 
consolidation had been introduced because the special 
dividend had resulted in a fall in the share price, which 
disadvantaged option holders. Geoff Dyer 


British Gas’ Italian buy 


British Gas has bought a large amount of exploration acreage 
in Italy from Fiat Riml. a member of the Fiat group, for about 
£20m ($31m). The purchase included proven gas reserves of 
10m barrels of oil equivalent But British Gas 1 exploration and 
production division said the 50 blocks in the southern 
Ap ennine s included "high potential oil exploration acreage.” 

British Gas has nine other exploration licences in Italy, but 
it has yet to make a big discovery. Robert Corztne 


Woodchester Portuguese buy 


Woodchester Investments, via its Portuguese subsidiary 
Woodchester Credit Lyonnais Holding Portugal SGPS, has 
acquired Cargeste-Sociedade Financeira Para Aquisicoes a 
Credits, from the Entreposto Group for I£7.8m ($12 .3m) cash. 

Cargeste was established by Entreposto in 1988 to provide 
point of sale finanring for Nissan and Subaru dealerships in 
Portugal Agreement has also been reached for Woodchester 
Credit to acquire Carloga, a related motor finance company 
owned by Marubeni and Entreposto. 


Sema makes Spanish purchase 


Sema Group, the Anglo French computer services group, has 
acquired Goya Services Telematic os, Spain's leading Internet 
access and services provider. The deal is thoug ht to be the 
first time a computer services group has acquired an Internet 
access provider. Paul Taylor 


Slowing recovery limits 
First Leisure’s advance 


By Christopher Price 


First Leisure blamed a slowing 
of recovery in consumer spend- 
ing as the increase in full year 
pre-tax profits was restricted to 

7 per cent 

The rise from £37.5m to 
£40.lm was at the lower end of 
analysts' expectations. 

The group said trading bad 
suffered at its bingo operations 
due to the impact of National 
Lottery scratchcards, while 
both bingo and its resorts bad 
been adversely affected by the 
hot summer. 

The figures Included a 
healthy contribution from the 
dancing division, where profits 
increased 17 per cent on sales 

14 per cent higher. The busi- 
ness benefited from the refur- 
bishment of several disco- 
theques, while the introduction 
of new theme bars had also 
improved takings. 

Profits from the sports divi- 
sion rose 17 per cent an sales 

15 per cent ahead New features 
among the 26 ten-pin bowling 
centres included amusement 
machines and .food arrange- 
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meats, lifting tr ading 

Mr John Conlan, chief execu- 
tive. said the "old-style" bingo 
h a l l s had been the worst hit by 
the National Lottery. New con- 
cept “Riva" bingo centres had 
shown big improvements in 
both attendance and expendi- 
ture. Twenty new centres 
would be opened during the 


next 15 months. 

While he remained cautious 
on the economic outlook, he 
said the company was making 
investments in health clubs _ 
These were "significantly 
under-exploited in the UK - - ‘ 

"You will see' a different 
First Leisure in a year's time, 
Mr Conlan predicted. 
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Broker forecasts 
reduced cocoa 
supply deficit 


COMMODITIES AND AGRICULTURE 


Dairying fares best as NZ farming feels the pinch 

Milk producers are enjoying a record season, but beef and sheep profits are down, writes Terry Hall 



Woolgrowers had hoped for a worthwhile price recovery after the doll patch of the early 1990s 


!By Richard Mooney 

'A fifth consecutive cocoa 
supply/demand deficit is likely 
■in the 1995-96 season, according 
to London-based broker 
,E.D. & F. Man. But it is project- 
tog a much reduced shortfall of 

65.000 tonnes, down from 

215.000 tonnes in 199495. 

In its initial estimate for the 
current season Man forecasts 
net world production at 2L526m 
■tonnes, up from 2.298m last 
season. In the Ivory Coast the 
biggest producer. 1995-96 pro- 
duction is forecast to reach a 
record 960,000 tonnes, up from 
.854.000. 

. Opening cocoa stocks for the 
1995-96 season amounted to 


projection 

Global 1995-96 sugar 
production should reach 
i2L37m tonnes, raw value, up 
from 11612am tonnes in 1994-95. 
according to German statisti- 
cian F.O. Licht, reports Ren- 
ters. 

Beet production will account 
for 3&26m tonnes and cane for 
85. 10m, Licht says in its second 
forecast of world sugar output 
for 1995-96. 

Licht’s first forecast, pub- 
lished in September, put world 
production at 121.23m tonnes. 

Regarding beet production, 
the European Union is expec- 
ted to turn out 16.91m tonnes 
in 1995-96, compared with a 
previous estimate of 16.8m 
tonnes, Licht says. The EU pro- 
duced 16.52m tonnes in 1994-95. 

Eastern Europe, where the 
largest producers are Ukraine, 
Russia and Poland, should pro- 
duce 9.55m tonnes, just over 
lm more than last year. “How- 
ever, this merely reflects an 
improvement in weather condi- 
tions as a structural crisis still 


LOllm, Man says. It forecasts 
dosing stocks at 946,000 tonnes 
and indicates a stocks/c on- 
sumption ratio of 365 per cent. 

Total bean grindings are 
projected to rise by 3 per cent 
to a record 2.592m tonnes. 

Man says that chocolate con- 
sumption growth in the US is 
likely be curbed by price 
increases announced late last 
year. It puts the 1995-96 US 
grindings total at 362,000 
tonnes, up 10,000 tonnes from 
last season. The Dutch figure 
is estimated at 363,000 tonnes, 
up 13.000. 

Consumption is con tinuing 
to grow in eastern Europe, it 
says, “as the positive impact of 
economic reforms are felt". 


raised 

exists in these countries, espe- 
cially in the former Soviet 
Union," Licht says. 

It adds that outside Europe, 
beet sugar production is esti- 
mated at 7.9m tonnes, with 
China and the US befog the 
major producers. 

Asian sugar production, led 
by India, will continue to domi- 
nate the cane sector in 199696, 
account for 36.92m tonnes, or 
43 per cant of the total, licht 
estimates. India is seen produc- 
ing 16.85m tonnes, up from 
1535m in 1994-95. Production in 
Thailand is continuing to forge 
ahead, Licht says, and despite 
a slow start to the season is 
forecast at 6.05m tonnes, com- 
pared with tL57m in 1994-95- 

According to the licht 
report, few expect Cuba to pro- 
duce the 4£m tonnes of cane 
sugar officially forecast but the 
country's output should still 
“comfortably exceed" last sea- 
son’s 3.4, tonnes. The report 
puts Cuban production at 4m 
tonnes. 


N ew Zealand's beef and 
sheep farmers have 
endured a tough, dis- 
appointing 12 months, and 
form economists have warned 
them to be ready for another 
fall in incomes ova - the earn- 
ing year. 

Things look much brighter, 
however, for dairy farmers, 
who are having a record sea- 
son, both in production and 
earnings, and are expected to 
earn substantially more over 
the nest few years. The latest 
New Zealand Dairy Board 
study, on industry integ ration, 
suggests that each dairy 
farmer could earn an extra 

NZ$20,000 (US$13,000) a year. 

In the year to June 30 1996, 
the dairy industry has forecast 
it will earn NZ$4bn - NZ$50Qm 
more than in the correspond- 
ing period of 1994-95. Mr Nev- 
ille Martin of the Dairy Board 
says this is due to a sharp rise 
in returns in recent months, 
and prices are expected to stay 
around the higher levels over 
the next calendar year. 

Deer farming provides the 
other bright spot in the New 
Zealand agricultural sector - 
venison returns, at around 
NZ$7 a kilogram, are at present 
about SNZ2 hi gher than at this 
time last year. 

Wool prices have been 
remarkably disappointing. It 
had been hoped that after the 
dull patch of the early 1990s 
they would stage a worthwhile 
recovery in line with the gen- 
eral commodity price upturn. 


By Canute Jamos in Kingston 

Banana farmers in the 
Windward islands are being 
advised by their governments 
not to be tempted to sell then- 
fruit at higher prices to a US 
company, as this could result 
In damage to their preferential 
access market to the European 
market 

The warning follows a sug- 
gestion by a St Lada fanners' 
union that fanners seD their 
bananas to Chiquita Brands 


Prices did rise by a third last 
year, but retreated between 
September and early December 
because of unexpectedly poor 
demand from China and 
Europe. There was a minor 
recovery immediately before 
Christmas, however, and there 
are some hopes that prices 
could pick up further over the 
coming months. 

Fine wool has borne the 
brunt of the price fall at recent 
auctions. Superfine prices fell 
by 5G per cent - to $11 a kilo- 
gram. Crossbred wool, the 
main New Zealand type, used 
mainly in carpets, has fared 


International of the US, as the 
company was offering better 
prices than the region's mar- 
keting company. 

Mr Ira d 'Auvergne, the St 
Lucia agriculture minister, 
said that the island's govern- 
ment was aware of “a 
manoeuvre" by the US com- 
pany to buy bananas directly 
from the Windward Islands 
formers. 

Chiquita Brands has not dis- 
cussed its interest with the 
formers’ associations or with 


better, however, with prices up 
slightly on this time last year. 
There is concern about the 
ability of prices to hold up in 
the face of low overseas 
demand, as substantia] quanti- 
ties of wool are due to hit the 
market in the ™tn selling sea- 
son up to February. 

Nevertheless, there is one 
bright spot in the wool sector - 
on December 20 the Wool 
Board sold the last of its once 
massive, 650,000-bales stock- 
pile. This, coupled with foiling 
numbers of sheep, is expected 
to lead to supply shortages 
over the coming months- 


the Windward Islands B anana 
Development Company (Wib- 
deco), which markets the 
region's fruit, and “clearly 
therefore the move by Chiquita 
is an attempt to divide growers 
and undermine and eventually 
destroy the industry," Mr d’Au- 
vergne said. 

The minister said the US 
company was pro te sting about 
the European Union’s banana 
import regime, which allowed 
preferential entry to the EU for 

Windward islands hanann , and 


Beef farmers bad a tough 
year in 1995, and 1996 does not 
look like being much better. 
Beef returns are dominated by 
the US - the world’s biggest 
producer and exporter. Ameri- 
can herd numbers are at a sev- 
en-year peak and the interna- 
tional trade is waiting for low 
prices to persuade formers to 
reduce numbers. However, this 
is not now expected to happen 
for another 16 months to two 
years. 

Beef prices fell by 20 per cent 
in the 1994-95 year to June, and 
the Meat and Wool Board's 
Economic Service is predicting 


price was not to only factor 
that formers should consider. 
Current marketing arrange- 
ments gave formers access to 
credit for chamicals and ship- 
ping. 

The reported interest of 
Chiquita Brands in buying 
Windwards Islands fruit fol- 
lows the creation of a joint 
venture between WIbdeco and 
Fyffes to purchase the banana 
business of Geest, which has 
been marketing the islands' 
fruit 


that they will fall by a further 
30 to 15 per cent in the current 
year. 

There are same consolations, 
however. New Zealand has 
been selling substantially 
greater quantities of beef to 
Europe. A poor international 
grain harvest - which will lead 
to higher prices for grain in 
New Zealand over the coming 
months - could also force up 
the cost of feeding poultry and 
pigs. Mr Rob Davison, the eco- 
nomic service's chief econo- 
mist says this could force pro- 
ducers to demand more for 
their pork and chickens, which 
may encourage people to 
switch back to beef. 

Exporters are predicting a 
price rise of $NZ4 to about 
NZ$36 for lambs aver the com- 
ing months, helped by growing 
demand and reports of short- 
ages in Europe. They also say 
there is more enquiry for mut- 
ton from “good" markets - 
which means they should not 
be forced to accept poor prices 
from third world markets just 
to sell get the mutton off their 
hands, as has happened in the 
past 

Lamb prices averaged $32 for 
all grades in the season to 
June, and the Meat and Wool 
Board’s economic service is 
forecasting a 12.5 per cent 
increase over the next sis 
months or so. 

However, a tough winter and 
an extremely wet aut umn in 
the South Island cut lamb 
numbers severely. This is 


By Canute James 

Strikes in the Jamaica bauxite 
(aluminium ore) mining and 
refining industry last year cut 
ore production to l(L9m tonnes, 
&2 per cent less than a year 
earlier, the Jamaica Bauxite 
Institute reports. Alumina (alu- 
minium oxide) production was 
down 6.6 per cent at 3m tonnes. 

The strikes, over new wage 


expected to lead to an 8 per 
cent drop in export lamb num- 
bers this year. 

Mr Davidson says says the 
outlook for beef' and sheep 
formers is unlikely to change 
much this year, with those 
most dependent on cattle com- 
ing under the greatest finan- 
cial pressure. 

The average beef and sheep 
farmer will earn around 
$NZ35,900 this calendar year - 
before tax and debt reduction. 
Mr Davison says, however, 
that this figure could rise if the 
wool price improved. 

There are reports that 
squeezed returns from farming 
have led to a drop in prices for 
forms in recent months. But 
this follows a period of steady 
rises - in spite of tough farm- 
ing conditions. The price or 
grazing land rose by 26 per 
cent in the year to December 
1993. and by 23 per cent in the 
following year. The latest Valu- 
ation Department figures show 
that it rose by a more modest 9 
per cent in the first half of last 
year - although even then 
prices could have been held up 
by forestry companies buying 
land for radiata pine planting. 

Prices rises for dairy land - 
despite the brighter outlook - 
seem to be slowing, possibly 
because of the impact of higher 
interest rates biting into profit- 
ability. Prices for dairy land 
rose 21 per cent in 1994 - and 
by just 7 per cent in the slx 
months to June, the latest fig- 
ures available- 


contracts, cut alumina produc- 
tion by 215,000 tonnes, costing 
the industry about US$50m. 
the institute said. 

Despite the loss, Jamaica's 
bauxite industry, the world’s 
third largest after Australia 
and Guinea, increased its for- 
eign earnings by 15 per cent 
because of better world market 
prices for primary aluminium, 
the institute said. 


World sugar output 


Banana growers urged to resist US ‘manoeuvre’ 


Strikes cut Jamaican 
bauxite production 
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55 

8X09 

JM 

50T75 -1.150 51/150 50125 

143 

3X43 

Dec 

1373 

-12 

1374 

1373 

55 

M65 

ta 

40500 -0X00 50500 40500 

412 

3X20 

tar 

1401 

-12 

1401 

1398 

504 

8.454 

Oct 

45350 -0300 40750 48.150 

166 

1X2D 

Tetri 





4777 60X68 

1MM 


0X22 35X22 


■ MAIZE CBT feOQO Du min; centa/56t> budwfl 

Mr 35125 -275 35625 347X0 98X30234X25 
My 356X0 -200 380X5 35250 25X24101X87 
Jd 353X0 -075 350X5 340X0 10X82 84X63 

5ep 301X0 -250 30625 300.73 3X20 22X85 

DM 28550 -0.75 20625 28500 12,189 50X51 

Mr 291X0 -125 29425 290X0 IBB 2X77 

TWd 107,774487,746 

■ BARLEY LCE (E par tonne) 


Jm 

11450 

-0X0 

_ 

_ 

19 

125 

tar 

115.10 

-1X5 

115X5 

116X0 

58 

773 

May 

1T75D 

- 

- 

- 

1 

391 

sm 

107.75 

-0.75 

107.75 

107.75 

— 

20 

Mm 

1111X5 

~02S 

110X5 

110X6 

3 

66 

TMM 





82 

1-37S 

Ml SOYABEANS CHT ROOObo mb; cenWBOti breheO 

Jm 

72050 

+C.7S 730X0 71050 

4441 

2X83 

Mar 

738X5 

+1X0 739.00 728.00 S5X03 07X30 

ta 

74150 

+X.7S 74375 733X0 1DXK 27X66 

JM 

74250 

+0X0 74475 73400 

5.108 30,414 

ta 

73750 

-OSO 739X0 730X0 

147 

2X02 

Sep 

71550 

+3X0 716X0 700X0 

SI 

gw 

Ml 





7BX>81fl6XT1 

■ SOYABEAN OIL car fBO.OOOfctr. centBta) 

Jm 

23X7 

+0.12 

WM 

23X5 

772 

739 

tar 

24X8 

+0XJ 

2416 

23X5 

0JMZ 44X67 

ta 

2445 

+0X7 

24X5 

24X2 

2X5B 16JB3 

Jel 

2483 

+6X9 

24B0 

24X2 

2X15 14X12 

ta 

24 aa 

+6.12 

25X7 

2400 

360 

3.438 

Sep 

25.12 

+6.10 

25X2 

21X7 

162 

1X35 

TMM 
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■ SOYABEAN MEAL CBT (IM tone; S/ton) 


Jm 

2»X 

-IX 

2323 

2293 

1X25 

TJOBS 

Mar 

235X 

-OX 

238X 

23 20 17X75 53X73 

■W 

236.4 

-67 

237X 

7335 

3X54 15X92 

JM 

235.7 

-05 

2383 

2333 

2X36 14X09 

ta 

W7 

-OX 

233X 

231 X 

255 

2XS0 

ta 


-IX 

227X 

22SX 

17 

1X07 

TMM 





25X65 94402 

■ POTATOES LCE {E/tonnej 




tar 

2000 

_ 

_ 


_ 

_ 

tar 

1875 

-fix 

1900 

1B&5 

110 

982 

ta 

206.0 

-113 

_ 

_ 

- 

ft 

Jm 

3255 

— 

— 

— 

» 

- 

TMM 





ns 

1X73 

■ FREIGHT (BUTEX) LCE (SKVndex point) 


Jn 

issa 

+35 

1560 

1545 

44 

042 

Feb 

1533 

+33 

1555 

1535 

60 

408 

Star 

1542 

+37 

1550 

1512 

23 

311 

ta 

153 

+20 

1536 

1520 

74 

1.48 

JM 

1383 

+18 

1381 

ISM 

27 

858 

Oat 

1«Q 

+30 

MH 

1445 

15 

257 

TMM 

Ota 

Pw» 



243 

4X32 

SR 

1838 

1541 






FUTURES DATA 

AB Muna data atpffbd by CM8. 


VAgtB Md Sctds 

Fatten from KanMts Croupe USS 8 toon*- Ira- 
nian pUadiks 33/30 raw (h aM0) rmuraty 
opened (round): twin crop 3.450 CFTVTOT 

ms 1 , area axso cmror mep - roosted 

and salted 28/30 at 3X25 ex -Hamburg, vac- 
uum pack. US amends {rtefed} 10120 NPS 
1905 crtSJ at 0X00 FAS. guppta light with 
demand high. US wafcua LHP 20* - steady at 
6.110 MS Catania - demand Hah, supply 
MK Pndttn caalMWK 1965 crap, raw. W-320, 
2X7 m pound, spot FOT Rotocriam - Janueey 
Shipment ; W-240 2X2 a pound FOB KUa - 
Fatvuay ahipment, Ttxkfeh hazdnut kernels. 
13/15 standard la, 1WS crop at 2X00 CFR 
MEP; aspens dew. Hasten anew write pump- 
kin aeedK 1095 crop, leng, grade A. at 2X50 
FCA MSP; round, 2,350 FOB MB 1 . Chinese 
grade A pins Hemet*. 1805 crap at ELOOft spot 
UK ar 5X00 CFfi tarn origh. 


■ COCOA flOCO) (SOR'Wtanrwl 


Jm 16 
0 «*- 


.924X3 


Pro*. Mr 
907X0 9 


LCE(S/tomw) 


Jm 

1977 

+50 

1095 

1950 

352 

1,182 

He 

1840 

+S4 

1846 

1798 4X40 17X84 

ta 

1671 

+45 

1684 

1658 

1.700 

9X09 

JM 

1610 

+43 

1618 

1000 

061 

1518 

ta 

1094 

+47 

1800 

isat 

172 

1JW8 

So* 

1585 

+55 

1583 

1581 

14 

510 

TMM 





7XB0 34071 

■ COFFEE ‘C CSCE (37X00ftM; cents/lbe) 


Mar 

104X0 

+040 105X0 

10105 8X10 

17X01 

ta 

10X40 

46120 10450 102X0 2X15 

6.018 

JM 

103X9 

+0.15 

10400 

102X0 

695 

2X88 

ta 

102X0 

-0X0 103.75 

10200 

232 

1XSZ 

Dm 

102.40 

-0.15 

10175 10200 

42 

873 

Mar 

1(0X5 

+0X5 

- 

- 

102 

121 


TaW 


13X88 29,187 


OCO) (US centa/pound) 


Jan 18 

Cobbl dalv 

15 day range 


Price 

. B7X9 
. 94.12 


ho. day 
05X2 
94X4 


■ N07 PREMIUM RAW SUGAR LCE (txnu/tx) 


“ay 


10X0 

10X7 +0.10 
10X7 +0.18 
10X7 +0.18 


Oct 
TWai 

■ WHBTESUQAH LCE (B/tomM 


Mr 3582 +3.7 35SX 3545 1402 11552 

May 3432 +-5L1 3444 340X 1JW1 9X38 

Am 32914 +42 33QX 3242 250 4X58 

Oct 3047 +44 3064 3002 117 3X56 

Dac 2332 +47 208X 2075 70 2X25 

Mar 297.7 +42 2980 2065 44 530 

TdM 2JB1 22X02 

■ SUGAR 11' CSCE (1 lX.00otm; oanta/ta) 


My 

Jd 

Oct 

Mar 

**7 

ToM 


11X0 +022 11.18 11X263X20 08129 

KITE +fl,17 10X0 10.7010X26 28315 

10.10 +0.10 1020 10X4 4523 19X84 

ft® +0.14 10X0 9X9 1X84 19X89 

979 +0.12 8X4 374 322 11,730 

3X7 +0.14 179 9X5 116 IJHM 

06.19416000 


■ COTTOM MYCE (SOXOOtM; cantafli*} 


ta 

82.75 

+0l71 

82.00 

01X5 0403 71X07 

m 

82.88 

*0.63 

82.15 

81X0 

943 11X86 

JM 

61X4 

+057 

81X0 

6051 

655 7X38 

Od 

78X5 

+002 

70X5 

7755 

18 1X04 

See 

7178 

+041 

7605 

76X5 

205 11597 

ta 

77.73 

+045 

7750 

77.40 

2 1500 

TOM 
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■ ORAHQE JUICE NYCE fIS.OOOtoa; ceflWfee} 


ta 

117.(0 

-0X6 118X0 11050 2,126 16,153 

tar 

11Q5D 

-0.75 12150 11950 

238 

1099 

u 

121X5 

-(LBS 121X0 12150 

78 

1312 

ta 

12355 

-Ojffi 13440 123.95 

10 

1.104 

ta 

12250 

-073 122X0 12250 

17 

387 

Jm 

TMM 

12950 

-0.78 - 12250 

56 

1523 

1,138 


VOLUME DATA 

Open interest and Volume data shown Ox 
commas traded on COMEX, NYMEX, CBT, 
NYCE CME and CSCE are ona day te wtaus. 


INDICES 

■ RgJTERS (Bas< 1679/31 -100} 


Jan 17 
2113X 

CWB Futon* (Bane: 1967^100} 


Jan IS immtli ago year ago 
S087X 2103.4 22887 


Je*l IB Jan ys month ago year ago 

238X8 239X9 - - 

1 G8<3 Spot Bean: 197!ta10O 


Jan IS 
183X8 


Jan 15 monk age year ago 

187.11 197X1 175.78 


■JPORK BELLIES CME IfiQfXXKx, eanta/HaB 
Fed 


Total 


52275 -1X50 54X00 51-900 
52525 -1J0Q 54X00 52500 
53825 -1-550 53500 53550 
5442S -1.425 55X50 54X00 
51300 -1X00 53.700 51300 


963 3X<1 
387 1X27 
203 683 

78 721 

29 192 

1X40 8M4 


LONDON TRADED OPTIONS 


Strftu petoa $ tome 

— Ota — 

-—Pin* — 

■ ALUMMUM 



(BS.796) IME 

Feb Apr 

Feb Apr 

1600 — 

68 100 

8 20 

1800 — 

12 43 

49 SI 

1700 

1 14 

137 131 

■ OOPPBi 



(Grade A1 LME 

Feb Apr 

Fob Apr 

2400 . 

134 112 

7 55 

2500 

SI 03 

33 103 

2800 

19 32 

91 172 

■ COFFEE LCE 

Mar May 

Mar May 

1500. 

343 222 

3 61 

Ififtfl 

206 188 

8 60 

1600 

251 100 

11 88 

■ COCOA LCE 

Mar May 

Mar May 

850 _ 

6S 94 

- 

875 

47 74 

1 

goo _ 

09 57 

2 

■ BRENT CRUDE IPE 

Mar Apr 

Mar Apr 

1650 _ - 

60 

32 75 

1700_ 

39 39 

se 

1750 

25 20 

* 

LONDON SPOT MARKETS 

■ CRUDE OM. FOB {per baireWdtari 


DubM 

S16L11-4L2TW -0X95 

Brant Bend ((tated) 

S174S-750 -0X7 

Brent Biend (Mb) 

$18X8-8X7 -0X25 

W.TJ. 

31752-7X4W -041 

■ Oft. PRODUCTS NWE prompt datay OF (Iota 

Premiun GasaOna 

51 88-1 TO 

-1 

Qas OB 

31 60-1 B1 

-1 

Heavy Fuel 00 

586-100 

-a 

Naphtha 

$108-171 

-10 . 

Jet fuel 

SI 84-188 

-1 

OiesM 

MMSr 

-1 

Petmlaua Apa ftt Lennon fnn) 3SB mm 

■ OTHER 



GoW feertroy 

*398X5 

+085 

Rwr (per troy ow 

54S5C 

♦1-0 

Ptattnum (par troy 02 J 

54164)0 

*1X0 

PataSjm (per tray az.) 

51804)0 

•025 

Copper 

iiflhe 


Lead (US prodj 

41.75c 


Tm (Kuala Lumpu) 

15.78m 


Tin (Naw YorV) 

29B5C 


Catfio (he wMgrtJT 

117JMp 

-ixe- 

Sheap ta wMgMh^ 

121 XGp 

+5JW 

PlflB ta v»MsW)t 

lOCLSQp 

■3A2- 

Lon. day sugar (r»+) 

mo 

-15X1 

Lnn. day sugar t*te) 

S375J5 

-8.7 

Bailor (Eng. feed) 

1215U 


Matts (US No3 Ye6ow) 

15052 


Wheel (US Dark Nortti) 

txiq 


RubBor(Ftoh)f 

l07JD0p 

+050 

Rubber (Malf 

107 nop 

+050 

Rubber (KLRSSNol) 

aflSJJOm 

-1X0 

Coconut 08 (Fwafi 

SS8E5y 

’7J> 

PMmawtaJS 

£5200/ 

-17X 

Copra PUDS 

4Sty 


Soyabeans (US) 

2090 

-IX 

Cotton OuflexriCA' (rain 

854)5 

-090 

Woctttp* (04$ Sup*) 

4S0p 



G per tarn irtasa nmarato nwd p o eanlaM 

mMM)tarieMafln.r Jan.uFeb.Vwtar.y 
raMiar. k Oet/Dao London Ha taa L 8 C f H ura td a iL f 
BuHon mark* tfn— 4 Sli—p (Ur* —right prims}. ' 
o—te WiwdAt Pnta» on to preata— da y. 


JOTTER PAD 


MaMei 


3 

rafara Marital 0800 99 77 55 2 XBI 

t— m &aarctui— hi— pt rmt ntuicm 


savings It CtiL. dteeount. ra—j, reduction- tf yuur electricity NU 
is over £12.000 pa. wu could enjoy significant vavings by »« itching to 
on Eastern contract. — _ 


CROSSWORD 

No. 8,970 Set by ADAMANT 



ACROSS 

l See 6 down 

4 Peculiar to southern ocean, 
it’s said (8) 

10 Washer works on medium 
programme (4,5) 

11 Cycled round to the dreus (5) 

12 Nobleman in real trouble (4) 

IS 10 festivals are outside the 

limit ( 10 ) 

15 Extremely dreary, horrid 10 
(7) 

16 Most fascinating dock is in 
France (S) 

19 Talk about foreign currency 
(O 

21 Second example of bravery 
having lost one the Whip (7) 

23 Being hours away from 20 (10) 

25 The number for capturing 
upbeat start (4) 

27 Everyone returns without let 
(5) 

28 10 flowers die off (9) 

29 The Spanish party took 
another road to 10 (8) 

30 Boy returns notes on 10 ( 10 ) 

DOWN 

1 Stops worlting as America 
jays money out (8) 

2 Find fresh position for the 
beck boiler (9) 

3 Goes to work on producing 
examples of self-confidence 
(4) 

5 Flexible credit card? (7) 

6 1 across 10 far painter out- 
side “The People’s Oak"? 

am 

7 Sweet cheat (5) 


8 Fastidious but comfortable 
around the house (6) 

9 Some one has to go for the 
present (6) 

14 Take advantage of a burst of 
rain to have a bath? (3,1,6) 

17 High point in Indian fashion 

far a student of dress (9) 

18 Brave fellow having no listen- 
ers (8) 

20 Good French king went up to 
resting place, covered with 
swellings (7) 

21 Lecture on "The monetary 
system: an all round issue" 
(6) 

22 Annie’s mad - completely 
bankers (6) 

24 Took a lot of time even 
though I had shown the way 
(5) 

26 A British Society came up 
with a Aim- (4) 

Solution 8,969 
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INTERNATIONAL CAPITAL MARKETS 


European sector slips but rally expected to continue 


By Martin Brice and Richard 
Lapper in London and Usa 
Bransten in New York 

European government bond 
markets slipped in the face of 
profit-taking yesterday, but 
analysts expect the recent rally 
to continue. 

■ A cut of S basis points in the 
securities repurchase rate pro* 
vjded an early fillip for Ger* 
man bonds, but a bout of prof- 
it-taking hit prices later. 

“People decided to take prof- 
its when they got what they 
were waiting for,” explained 
Mr Tim Knowles of Fleming 
Investment Management 

“The smarter money has 
taken an opportunity to lock in 
profits." said Mr David Brown, 
chief European economist at 
Bear Stearns International. 


Deutsche 
Telekom to 
join D AX-30 

By Antonia Sharpe 

Deutsche Telekom, the 
German telephone company 
set to be privatised in the 
aut umn, will be included in the 
DAX-30 share index the day 
after its flotation. 

A German stock exchange 
official declined to comment on 
which company would be 
replaced, but said market capi- 
talisation and exchange turn- 
over would be taken into 
account. 

Information about the com- 
pany being replaced is sensi- 
tive because funds tracking the 
index will sell its shares to 
make way for Telekom. Deal- 
ers said likely candidates were 
Metallgesellschaft. the indus- 
trial and trading group, and 
Continental, the tyre company. 

Last year's IPOs - Adidas, 
Merck Schwarz Pharma and 
SGL Carbon - will replace 
Asko, Barmag, Felten & Guil- 
leaume and Horten in the 
D AX-100 from March 18. 


Activity in the Liffe bund 
pits was hectic, with more 
than 240,137 contracts 
exchanged - the highest figure 
for some weeks. 

However, dealers said propri- 
etary traders and locals had 
dominated proceedings, with 
relatively little buying or sell- 
ing activity by institutions. 

Following the repo rate cut, 
which now stands at 3.65 per 
cent. Mr Brown said there is a 
“50:50 chance" of a discount 
rate cut - from the current 
level of 3 per cent - by the 
Bundesbank at its council 
meeting today. 

On Liffe the 10-year future 
reached a high of 101.23. before 
falling back to settle at 100.69, 
down 0.27. in the cash market 
the 10-year spread over Trea- 
suries widened by 12 basis 
points to 16 points. 


By Conner Mwjdelmann 

The eurobond market had 
another active day, with espe- 
cially heavy issuance in the 
lira sector and several self-led 
bank offerings surfacing. 

The European Investment 
Bank launched the largest and 
most unusual lira deal of the 
day, L550bn of 10-year zero-cou- 
pon bonds. 

According to lead manager 
Deutsche Morgan Grenfell, file 
deal not only offers cost-effec- 
tive funding to the EIB but is 
also “the ideal stock for Italian 
retail investors because of the 
tax benefits it entails”. 

£3B bonds are exempt from 
Italian inheritance tax and, 
unlike some jurisdictions, 
investors in Italy are not taxed 
on implied income from zero- 
coupon bonds but only on capi- 
tal gams, a syndicate official 
said. 

In addition, the leverage on 
the EIB’s bonds, resulting from 
their deeply discounted issue 


■ French government bonds 
ontperfonned bunds on hopes 
of a cut in the intervention 
rate after today's Bank of 
France council meeting, 
although on Matif the March 
19-year future slipped 0.10 to 
122.78. 

The yield curve steepened, 
with the yield on two-year 
paper felting 5 basis points to 
4.51 per cent, and that on 10- 
year paper by 3 points to 6.32 
per cent March Pibor dosed at 
95.42, up 0.07. The spread over 
Germany on 10-year bonds 
tightened from 55 basis points 
to 50 points. 

Mr Ken Wattret of HSBC 
Markets said: “The currency 
has held up well and that could 
open the way for the Bank of 
France to cut” He thought 
rates might be cut by 15-25 
basis points today. 


price, offers bullish investors 
an attractive opportunity to 
benefit from a Anther decline 
in Italian yields. 

“The bonds will give lever- 
age to people willing to bet on 
a very strong [Italian govern- 
ment bond] market," said a 
dealer at another hank. With 
an issue price of 39.56 per cent 
the bonds are about IL5 times 
geared. 


INTERNATIONAL 

BONDS 


tMI Bank launched a self-led 
issue of L300bn of 9.5 per cent 
three-year bonds. “There is 
still good demand for short- 
dated lira paper among retail 
investors in Italy and the Bene- 
lux." said a syndicate official. 

Lira bonds still offer high 
yields compared with most 
other European markets; the 
currency has been performing 
quite well lately and interest 
rates are expected to be cut in 


■ UK government bonds were 
largely unmoved by earnings 
statistics suggesting economic 
growth is slowing and there is 
little inflationary pressure. On 
Liffe the March long gilt future 
dosed at lllH, down k- The 
10-year yield spread over Ger- 
many moved in from 163 basis 
points to 159. 


GOVERNMENT 

BONDS 


The PSBR was £1.04bn in 
December while the jobless 
total fell 7,900 in the same 
period. 

Mr Simon Briscoe, an econo- 
mist at Nikko, said: “Today’s 
numbers were a touch better 
than e x pected- The weak infla- 
tion number and PSBR are 
quite encouraging." 


the coming months, which is 
driving investor demand for 
lira bonds, a dealer said. 

A L300bn offering of 9.5 per 
cent four-year bonds for Abbey 
National Treasury Services 
was a bit dower off the block, 
coming on top of heavy recent 
supply of short-dated paper 
the IMI deal and Tuesday's 
L200bn of three-year bonds far 
Bank of Austria. 

“Abbey National has been to 
the lira market a bit too often 
- I think investors are getting 
a bit bored with it,” said one 
dealer. 

In the supply-starved float- 
ing-rate note sector, a $30Qm 
offering for and by Goldman 
Sachs got a warm welcome, 
thanks to its generous pricing. 
At the fixed re-offer price. It 
yielded 37.5 basis points over 
three-month Libor. 

And in the D-Mark sector, 
Deutsche Finance, the funding 
arm or Deutsche Bank, locked 
in low long-term funding rates 
by issuing DMlbn of eight-year 


He said the announcement 
by Shell that it is cutting pet- 
rol prices will reduce the retail 
price index figure lor Febru- 
ary, which wifi be published in 
March, by 02 per cent 

■ Spanish government bonds 
underperformed bonds, with 
the 10-year spread moving 
from 347 bass points to 351 
points while Italian bands out- 
performed bunds, with the 
spread tightening from 455 to 
449 basis points. 

H Longer-term US Treasury 
prices added to Tuesday's 
gains early yesterday after the 
Federal Reserve's “Beige 
Book” indicated that prices 
were generally stable and that 
there was weakness in the 
automotive and retail sectors. 

Near midday, the benchmark 


bonds fungible with a DMl.abn 
issue launched two years ago. 
• Moody's Investors Service 
has assigned a long-term rating 
of Aaa to several public sector- 
secured bonds (offentliche 


30-year Treasury was £ higher 
at 112S to yield 6.034 per cent 
At the short aid of the matu- 
rity spectrum, however, the 
two-year note slipped & to 
1Q0A. yielding 5.061 per cent 

Bonds were mostly flat 
before the noon release of the 
Beige Book, which was pre- 
pared in advance of the Janu- 
ary 30-31 meeting of the Fed- 
eral Reserve's Open Market 
Committee. 

According to initial reports, 
the Federal Reserve Bank of 
Atlanta, which prepared the 
report, found “uneven" manu- 
facturing growth, weakness In 
car sales and retail sales below 
expectations. Also, prices were 
said to be “generally remaining 
stable”. 

Price stability and a slowing 
economy benefit long-term 
Treasuries by reducing the risk 


Pfandbriefe) and a rating of 
Aal to mortgage bonds 
(Hypothekenpfandbriefe) 
issued by DePfe Bank, the Ger- 
man public-sector lending 
institution. The rating affects 


that inflation will erode their 
value. , , 

The benign inflation outlook 
led to a flattening of the yield 
curve between two-year and 30- 
vear bonds by 4 basis points to 
97 basis points. A flattening 
curve is generally seen as an 
indication that Investors sec 
slowing economic growth. 

Yesterday also brought a 
wave of official economic data 
released as the government 
tried to catch up with figures 
not released during the partial 
government shut-down that 
ended last week. 

News that the leading eco- 
nomic indicators posted two 
months of decline in October 
and November and that the 
trade deficit narrowed to 
$12.4bn in October had little 
effect on the market because 
the figures were so old. 


some $18.7bn of debt securities. 
It is the first time Moody's has 
rated German Pfandbriefe . 
which are being marketed 
increasingly to non-German 
institutional investors. 


Eastern 
Europe 
fund from 
Mercury 

By Kevin Done. 

gyj Europe Correspondent 

Mercury Asset Management 
Europe's largest independent 
fund manager, has launched 
its first dedicated fund for 
eastern Europe. 

The group said U expected 
“a period of sustained strong 
growth” in the region ns the 

economies emerged from 
recession and the process of 
reform continued to take hold. 

-We believe there are some 
outstanding returns to be 
made in eastern Europe.” said 
Mr Jttrgcn Kirsch. co-manager 
of the fund. -Whilst there are 
risks involved in these rela- 
tively immature markets, 
these are outweighed by the 
attractions.” he added. 

Following almost two years 
of decline the major eastern 
European stock markets were 
among the cheapest of the 
world's emerging markets, 
said Mr Kirsch. 

The Eastern European Fond 
will be DM -denominated and 
will be a sub fund of the 
group's $l.2bn Luxembourg- 
based umbrella fund. Mercury 
Selected Trust. 

It will invest primarily in 
quoted equities of centra) and 
eastern European companies 
including those in the former 
Soviet Union. 

Initially, the main focus will 
be on companies in Poland, 
the Czech Republic. Hungary 
and Slovakia, hut the fond 
may also include companies 
from developed markets, in 
particular in western Europe, 
which have significant busi- 
ness operations in the region. 

Mercury hopes to hare 
raised DM30m to DM40m for 
tbe open-ended fund by June. 

It is aiming to allocate 
around 40 per cent of the 
funds's assets to Poland. 15 
per cent each to Hungary and 
the Czech Republic and 10 per 
emit to Slovakia. 


Heavy issuance in Italian lire 
led by unusual deal for EIB 


NEW INTERNATIONAL BOND ISSUES 


Amount 

Coupon 

Prioe 

Maturity 

tea 

Spread 

Book runner 


m. 

% 



% 

t>p 


US DOLLARS 

Gottnan Sachs Qmupta«± 

300 

UD 

39J90R 

Fetx2001 

020 R 

. 

Goldman Sachs Inti- 

D-MARKS 

Deutsche Finance Nrahs-fis) 

ibn 

5.75 

10134 

Feb2004 

2275 

. 

Deutsche Motion Gb»(o6 

Kcmmuninwest bvenge 

225 

SOO 

102.40 

Feb 2001 

1.75 

- 

DGZ 

SWISS FRANCS 

SBC Jersey Branchf&rt 

150J5 

2.00 

10Q.Q0 

Aug2Q02 

undiacL 

. 

SBC Wartrug 

Daiwabo Into. Sysf wnGflS* 

70 

0375# 

100.00 

MOT2000 

J.62S 

- 

Nomura Bank /ShmUi 

STERLING 








GHQBle) 

SO 

12.625 

137235 

Mar 2015 

none 

+70t8r*w-17) NatWtea Capital Markets 

OUKDERS 

GSCQs) 

200 

2.50 

91.00R 

Dec2Q00 

025R 

-50'«4WJQ 

ABN Amo Hoare Gcn-ett 

LUXEMBOURG FRANCS 
Bacob Overseas 

2bn 

(0 

10225 

Mar2Q03 

1.875 

. 

Bacob Bank Luxomtaurg 

ITALIAN USE 

European Invesbnent Bank 

550tm 

zero 

39S54 

Feb2Q08 

OSO 


Deutsche Morgan Ocntoo 

Abbey NatLTreasrey Sennces 

30CBxi 

0.40 

101.46 

Feb 2000 

1.625 

. 

HS8C Mrekets 

IM) Bank MtCOymn fcO 

30(8X1 

9JO 

101.00 

Feb. 1899 

1275 

- 

IMI Bank Luxembourg 

AUSTRALIAN DOLLARS 








Commonwealth Bk. at Austrafa 100 

7.75 

101 2S5 

Mar 2001 

200 

- 

CBA 

ECU 

Carrntetoank O'seas Fteance 

10G 

(9) 

101.779 

Feb20Q5 

220 

- 

KretMtbank 


Fmai tamo. ran-eaSafite unless dated. Yield spread (over relevant government bond) at land) supplied by tod manager. *Untsted. 
SConvertWe. $ Roaung-rere note. tSem-anual coupon, ft fixed re-oBer price; tea shorn at re-oner level a) CaBabto c*i coupon 
dares tram FetxSS at par. at) 3-mth Ubor +35bp. $ FungttSe vrith DMIftbn. No accrued, c) Oenom: SfttvOOO +10 ?-yr vats 70 wrta 
entile holder to SFrl per Nftkei 225 index pant over exercise price. FWng: Friday, d) Rxtngr 22/1/% Callable on 30&V8 at l02'*“o 
tafing =i%3a. Callable, subject to 150% hurdte. from 309/96. Putable on 30/9/98 at 102'*%. Revision of conv price effective 2W.U7 
& 27.'<% e) Ccflawafc HydroOuabac. ESOnr. 12W%, 2D 15. Guarantor AMBAC. Plus 309 days accrued. G 5% to 5*3/99 and ?*!i 
thereafter, g) 6% to 2&2’0Q. (hen 7% to 26,2/03 aid 8% thereafter, s) Start 1st cotpoa 
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WORLD BOND PRICES 


BENCHMARK GOVERNMENT BONDS 

Red Day's 

Coupon Dote Price change 

Yield 

Week 

ago 

Month 

ago 

Auteafa 

10-000 

02AK 

1122900 

+0.660 

6.17 

aig 

8.16 

Austria 

6.500 

11/05 

1023300 

-0.000 

6.17 

626 

634 

Belgium 

6-500 

<23435 

100.6300 

-0240 

6-40 

033 

&73 

Canada* 

8.750 

12/05 

1113600 

♦0.120 

7.10 

721 

7.16 

Denmark 

6000 

03/06 

107.8400 

+0.100 

622 

728 

7.32 

France BTAN 

7.750 

OMXJ 

100.12a 

+0250 

520 

5.64 

624 

OAT 

7.750 

10705 

110.1300 

+0.100 

633 

638 

637 

Germany Bind 

6000 

01/06 

101.0600 

-0270 

536 

525 

5.05 

tratand 

aooo 

0WD6 

105.0000 

♦0050 

729 

7M 

7.45 

Italy 

KL500 

09435 

1026700 

+0270 10JJ6T 

1031 

11.18 

Japan No 129 

6400 

03/00 

118.4280 

♦0240 

1.66 

1.70 

1 AO 

No 174 

4.600 

09/04 

111.6840 

♦OJ30 

221 

226 

2.71 

Netherlands 

B.000 

01/06 

1012600 

-asao 

523 

524 

ao9 

Portugal 

11X75 

02/05 

115.7000 

+0-450 

924 

931 

1024 

Spain 

iaisa 

01/06 

104.6900 

-OA60 

0.36 

031 

iai5 

Sweden 

6.000 

02/05 

862280 

-0.110 

an 

831 

658 

UK Gats 

6QOO 

12/00 

105-14 

- 

6.67 

620 

684 


8.500 

12/06 

108-05 

-3/32 

732 

730 

7.47 


9.000 

10/06 

112-13 

-3/32 

7A7 

7.64 

7.64 

US Treasury * 

5375 

11/05 

101-28 

+15/32 

5. 62 

a74 

5.70 


6.875 

OB/25 

111-10 

+30/32 

ao5 

an 

632 

ECU (French Gaw} 

7.500 

04/05 

105.6000 

- 

636 

631 

7.09 
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FT- ACTUARIES FIXED INTEREST INDICES 


Sato 

Price 

Feb 

Mar 

CALLS — 
Apr 

Jun 

Feb 

Mar 

PUTS 

Apr 

Jun 

IOOSO 

QAO 

0.77 

067 

1.05 

021 

0.5B 

1.17 

135 

10100 

0.18 

032 

046 

034 

0.47 

0.63 

1.48 

134 

10130 

006 


033 

0.65 

0.87 

1.14 

133 

2.15 

EsL ML trart. Cafe 38SS4 Pura tollZ Prevuus Oafs opan it. Cafe 211462 Pin 198279 



Prca Indices 
UK GMs 


Wed 
Jar. 17 


Day's 
change % 


Tue 
Jan 16 


Accrued 

interest 


xri ad- 
yta 


— Low coupon yield •— - Metflum coupon yield - — Wgft coupon yield — 
Jan 17 Jan 16 Yr. ago Jani7 Jan 16 Yr ago Jan 17 Jan 16 Vr. nqa 


Italy 

■ NOTIONAL ITALIAN GOVT. BOND (BTP) FUTURES 
(LFFET lira 200m 100*8 at 100 % 


1 Up :o 5 yean (221 

12373 

_ 

123.72 

241 

012 Syra 

679 

6.7B 

666 

681 

681 

667 

688 

669 

SS8 

2 S-15 years (2lj 

151.98 

+O.OI 

15128 

2.43 

030 15 yn 

736 

7.35 

654 

738 

7.58 

667 

771 

?m 

690 

3 Over 15 y eras (8) 

168.43 

-O.IO 

16659 

2.17 

132 20 y« 

7.68 

7.66 

651 

7.63 

7.68 

867 

7.77 

7 76 

863 

4 Inedeemabtes [8J 

193.40 

+0.09 

19322 

121 

030 lirecLT 

7.80 

7.81 

658 







5 AB stocks 1ST) 

14627 

-O01 

14628 

2.43 

021 
















— 

— taxation 5% — 

— 

— 

— hflattM 10% - 

— 





Jan 17 Jan 16 Yr. ago 


Jan 17 Jan 16 Vr. ago 


Open Sett price Change rtgh Low EsL vol Open im. 
Mar 111.71 111 . 44 +OJJ2 712.15 111.31 60800 S2B2 5 

Jun 111.35 111.02 -0.04 111.40 111.07 672 1726 

■ ITALIAN GOVT. BOND (BTP) FUTURES OPTIONS (UFFE) Ura2QOm lOOths at 100W 


6 Up to 5 years (I) 

7 Over 5 years <t 1) 

B AD stocks (12) 

Antova gress re c gi ua on ytnkts are shewn above Coupon Sards: Uwr OW-iWW: M stni L BH-1OT.H: Ffigh: 11W red orer f Flat yield, yid Veor to dm 


19740 

-0.02 

197.43 

231 

0.00 

Up to 5 yis 

2.45 

2.44 

4.08 

1.33 

1.31 

2.72 

18920 

♦009 

18933 

132 

0.00 

Over 5 yis 

653 

653 

390 

335 

635 

670 

189-25 

+0.09 

169.08 

1.04 

030 









Stifte 


CALLS 


PUTS 


Price 

Mar 

Jim 

Mar 

Jut 

11100 

1.54 

643 

1.10 

241 

11150 

127 

619 

133 

667 

11200 

1.03 

1.95 

139 

2.94 


FT FIXED INTEREST INDICES 

Jan 17 Jan 16 Jan 15 Jam Z Jan n Yr ago High- 


Low" 


GILT EDGED ACTIVITY - INDICES 

Jan 16 Jan 15 Jan 12 


Jai 11 


Jan 10 


London doing, "Now York nSd-doy 
r Son (incasing wthhoUtng at 0 I&5 per i 
PncarX US, UK tn 3&K&, othars n , 


tv 


YMte LocN matat aondbd. 


Sourer 44MS Merattaf 


6 at. vet tow. Cm 4263 Pub 2534. Prewus day's opre W, Cafe 61520 Pub 4072 7 

Spain 

a NOTIONAL SPANISH BOW FUTURES (MBT) 


US INTEREST RATES 


Mar 


Opm 

98.35 


Sertprice Change 
97.83 -0.50 


98,40 


Lour 

97.44 


E®. voL Open Ot. 
107,038 47,428 


Latest 


Brake) loan rate 

fethnft 

Fed. kinds N Manrarton.. 


One mrti 
3* Tam and) 
7* - 
6 Sh«rtfi 
• One year . 


Treasury Bib and Bond Yields 
623 Two! 


Govt. Secs. (UK) 9567 9556 95.60 95^46 9533 9031 9632 9032 GOT Edged bargains 94.5 813 88.5 91.8 84.8 

Fixed interest 1U67 11434 11432 114.14 11408 10835 115.04 108.77 5-day average 884 863 83.7 82 6 83.1 

Ter 1995m Ooiensnanr SronMs l«0> arnce corortrtlort 127M JBnOEL low «L1a (3ri/7® Ffead Mote h&i Wnce cO fflp U at 13387 gUMM . low gftM l3ri‘7S) Bast* IflCfc □nwvnmant SaoMus »5 r 
1006 and Hare interest t«6. SE scanty recti rafaread 1974. 


FT/1SMA INTERNATIONAL BOND SERVICE 


5.13 Tkteeyev- 
615 Rv*ye*_ 
568 ro-jrar 
500 30-ywr 


5.10 

5.17 

S35 

543 

635 


UK 

■ NOTIONAL UK GET FUTURES (UFFE)" £50,000 32nde ol TOPS 

Open Sett price Orange Low EsL vol Open Ira. 

Mar 112-02 111-26 -0-03 112-06 111-12 95351 144878 

Jun 111-07 111-06 -0-03 111-07 111-07 ICO 481 

■ LONG CULT FUTURES OPTIC MS (UFFE) E50JB0 64*s erf 100* 


Listed are the latest rtenrtonrt bands trr wtdete tore is an adaqurae eeemtey martrat Leant prices te 7110 pm on . 

Bid OUm Chg. Ytatd tetrad Bid ON 


ILS. DOLLAR STRAIGHTS 

Abbey Ml Tieeaty 5 97 1000 99% SB* 

Abbey MO Trareuy 64 03 1000 102* Iffi* 

ABN Arm Bank 7* 05 1000 107* KJ7* 


BOND FUTURES AND OPTIONS 
France 

■ NOTIONAL FRENCH BOM3 FUTURES (MATIF) FFrSOOJOQ 


Strike 

Wee 

— 









.. . • ’ 

— 

10s* 

102% 


Fab 

Me 

Apr 

Jim 

Feb 

Mar 

Apr 

Jun 

Asim Dm Bo* 6% 05 — 

750 

102*2 

111 

1-00 

1-33 

1-35 

2-oe 

O-12 

0-45 

1-23 

1-58 

Auswaftx 

«£E 

110% 

no* 

112 

0*34 

0-81 

1-05 

1-38 

808 

1-09 

1-67 

2-27 

Bedm-Wnra L-W 8% X 

_ — 10X 

106* 

ix 

113 

O-OB 

0-35 

0-47 

1-14 

1-18 

1-47 

2-35 

3-02 

8a* NM Gemnden 7 » 

10X 

KM* 

IX 



Open 

Sertprice 

Change 

High 

Law 

EsL VOL 

Open W. 

Mar 

122.82 

122.68 

+020 

122.90 

12228 

316153 

120,496 

Jun 

12326 

12336 

+022 

12328 

12288 

1.471 

9.162 

Sop 

12238 

122.16 

+022 

12238 

12180 

78 

1.845 


Era. tore, ora* «742 Puis tees. Previous tra/s open *tu Cafe 29B» Puts z«B2 

Ecu 

■ ECU BOND FUTURES (MATIF) ECU 100.000 


Begim 572 03 . 
BFOE7*fl7 


Mar 


Open Sertprice Change 
9232 9236 40.02 


Hlgn 

9240 


Low 

0136 


EsL vol. Open art. 
1.750 8386 


BriGdi Cokanbe 7* 02 . 

atSiGas02i 

Canada 6*97 


. 500 KB* KB* 
1000 87 97* 

. 150 KB* TO?* 
. 500 108* 103* 
15 15* 


■ LONG TERM FRENCH BOND OPTIONS (MATf) 


Sinks 

Price 

119 

120 
121 
122 
123 


Germany 

■ NOTIONAL GERMAN BUTO FUTURE (UTFET DM250300 IQOtha ot 1QO% 

Open Sen price Change High Low Eel vol Open rat 

101.18 100.89 -037 I0T33 10030 24QT37 228075 

3168 4736 


Feb 

CALLS 

Mar 

Jun 

Feb 

0.01 

PUTS 

Mar 

0.13 

028 

Jun 

028 

034 

US 

■ US TREASURY BOND FUTURES (CUT) 5100300 32*1(1* of 100* 


_ 

380 

2.79 

_ 


Open 

Latest 

Change 

High 

Low 

Eat vol. 

Open ML 

- 

2.10 

- 

039 

0.52 


MV 

120-05 

120-18 

♦0-15 

120-21 

120-05 

302.149 

350.047 

0.94 

1.34 

2.06 

039 

031 

1.06 

Jun 

120-00 

120-03 

+0-16 

120-06 

119-23 

1350 

16806 

025 

0.78 

1.84 

040 

- 

1^1 

Sep 

119-12 

119-18 

+0-15 

119-19 

118-10 

476 

6579 

66466 

Puts 26541 . 

Praaous dor's open ML 

Cafe 156836 

Pufo 146389. 










Cheung Kong Hn 5>2 98 

China 6*0* 

Oh* FoncteS* 99 — 
Denrnad<5*98 


EBrtJraan Ffehrajr6*(M . 

BB604 

BB8*BT 


.2000 101* 
_ 500 97* 
. 1000 66 * 
.300 111 

. 1000 101 
.600 ICO 


Ma 

Jun 


100.45 100.00 


■037 10032 


99.99 


Japan 

■ NOTIONAL LONG TERM JAPANESE GOVT. BOND FUTURES 
(Lffrg Yioom IQOtha ol lOOto 

Open Cfcrae Change HBgh Low EsL verf Open Ir*. 
Mar 120.02 - - 12034 118.95 4751 0 

Jim 11838 - - 118.72 11832 699 0 

' LITE turns rtM traded gn APT. M Open maaraat are tor pmtoum day. 


aacdBRance9 8B__ 
Ex-kn Be* Japan BIB - 
Export Dev Cud 98 _ 
Fed Harra Loan 7* ®_ 
Faded NdS Men 7.40 Ot 
Rrtend6*87. 


Font Motor Oedi 6* SB. 
H Bk Japtn Fh 7* 97 . 
NFtencs5*9B 

IrteAnarDw 7* 05 

M France 5* 68 

My6© 

tef6*23 


OevB<8*01 
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97* 
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J11* 
101 * 
103* 

-500 100* 100* 

. 1000 106* 107* 

- 200 107* 107* 

- 500 111 111* 

- ISO 108* 108* 
. 1500 ioy* ioft 
. tan kb* no 

. 3000 1IB* KB* 
. 1500 101* 101* 

- 200 102* 10Z* 

_ 650 99* 93* 

- 500 109* 110* 

-500 100 100* 

. 2000 99* 

3500 BB* 


UK GILTS PRICES 


Nob 


- nrt... _ sp* 

M Bed Prfcel+ar- Ugh 


Law 


Hotel 


_ite_ , _92«Mfc_ 

W Bad PrtcaE 4-cr- Lira 


(1) 


rj n>M 

H PncaE wgi itm 


StaBT 0tes ep te Rm Vh^ 


i&Lpc iWGt*. 

1426 

625 

102* 


LMlKPaDClSBGtt 

13.96 

6J6 

102* 


CEfBsrsSm 10 k 1396 

870 

UQB 

KXU 


Tiaasi3*re(X74-- 

1133 

extxifrt 


tB»io*re 1897 

loot 

fire 

104ft 


TraElln7rei99rJt — 

691 

610 

101* 


Trass M,Dci9Sm 

84? 

614 

103% 

-A 

EratilSrelflS? 

13.10 

6111 

!14U 

-A 

sw*i«a 

816 

aziixBrt 

-4 

Trass 7'<re 1998# 

7,11 

627 

IDIH 


Traas£i»p< 1595-Wt- 

674 

6® 

KB* 


Tram 15%re 98# 

12£B 

64) 

122% 

-A 

Ddiia>c10*._-. 

1051 

fitt 

114% 


Tinas 9>aK 1999# — 

a7a 

645 

10W, 


TnaaFfe Rate 1SW 

- 

- 

im% 


E>ciil2*RlBBa 

1054 

652 

116% 


riMsiaijreiflM — 

940 

652 

111a 


Tremfec'iMt* 

611 

653 

86% 

-A 

Caw*re3oniOi+re10S9„ 

915 

662 

117/* 


Ctarfee2ttKtt 

821 


IOB,’* 


Ttasiareaxa 

10*9 

667 

123B 


I4pc 1895-1 

1234 

639 

116% 

ft 


KBO 


Trass B*pe 2005# 

I2& Ttvctam 

«U 7t,pc2006# 

vm *sae m»- 


FteteRneeTtecs 

Traateeano# 

1 0pe 2001 


UHi Trees it *pc 2003-7 
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IM \ut 

I07A 11BL TBB*C2D0Bn 

J02.V 9E/i Tme Ere 2009 

100 * «H 
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100U 99)3 
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111” I05B TlMBlrtpeMIO 

96A 89 B Coer 9PC In 201 10 

Trass are 201 2tt 

St 

117* 11«i TtottaMlStt 
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5862015.-.— _ 
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7M 
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JOBS 

w* 

7AI 
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101ft 

-A 

IOTA 

we 
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737 

lozg 

-A 

1093 

re% 

7.m 

7.46 

1032 

■ft 

IMA 

93* 
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722134*0) 

♦A 
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*W 
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7.70 
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7.« 
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CURRENCIES AND MONEY 


MARKETS REPORT 


Markets await the Bundesbank and G7 meetings 


By Gillian Tab 

The foreign etehange markets 
were left in sate of limbo yes- 
terday. as tnders sought to 
discern clear t rends ahead of 
today s Buucesbauk meeting 
and the meetng of G7 minis- 
tens in Paris bis weekend. 

The main feus of interest in 
the markets E mains the rela- 
tionship betreen the dollar 
aod D-Mark, vrth many trad- 
ers still bellying the dollar 
will strengths in the coming 
weeks. 

However, «l though the US 
currency stragthened during 
the day agabst the D-Mark, 
the rise was nodest, not least 
because th markets are 
waiting to se whether the 
Bundesbank uts rates tomor- 
row. 

Meanwhib, sterling 
remained b calmed, as the 
Bank of Englnd and Chancel- 
lor met to liscuss interest 
rates. 

■ The mail development for 
D-Mark wathers yesterday 


was a cut in the repo rate by 
the Bundesbank. 

The reduction, by S basis 
points, came one day before 
the key meeting of the Bundes- 
bank council. It thus Inevitably 
fuelled speculation that the 
German central bank was con- 
sidering a reduction in the dis- 
count and Lombard rates 
today, currently at 3 per cent 
and 5 per cent respectively. 

In recent weeks a spate of 
weaker than expected news 
has fuelled concern that the 
German economy is slowing. 

But though most traders are 
confident that rates will fall 
soon, many suspect that a cot 
will be delayed until later this 
month - not least because the 
last cut occured only five weeks 
ago. 

Mr Neil MacKinnon, chief 

i Pound hi Maw Vatic 


Jan 17 

— Latest-- 

- Raw. ckrt - 

EspA 

13260 

13355 

1 mth 

13247 

13342 

3mtn 

13227 

13322 

1R 

131 IS 

13210 


economist at Citibank said: T 
think there is a high probabil- 
ity that the discount rate will 
Ml to 1L5 per cent very soon, 
even if rates are not cut tomor- 
row." 

■ Ag ains t th is background, 
the D-Mark weakened slightly 
during the day against the dol- 
lar, closing DM1.4646 in Lon- 
don trading, compared with 
DM1.4576 the previous day. 

The main do Oar-related news 
of the day was that the US 
trade figures proved better 
than expected. The October 
trade data showed a deficit of 
$&Mbn compared with $9bn as 
the markets were expecting. 

However, the markets 
largely shrugged off the data, 
with a brief dollar rally run- 
ning out of steam soon after 
the numbers were published. 

Part of the reason for the 
muted trading is that traders 
fear that the recent shut-down 
of the US government mpan^ 
that policy makers simply do 
not have enough data to make 
judgements about the econ- 
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omy. 

However, the other reason is 
that many economists are 
looking to the G-7 meeting in 
Paris this weekend for com- 
ments on the dollar from the 
world's leaders. 

Some observers hope that 
the meeting will indicate inter- 
national support for a str o nger 
dollar. 

Mr Chris Tinker, Treasury 


chief economist at Standar 
Chartered in London said: “We 
have seen a lot of recent com- 
ments from the Germans nnd 
Japanese to encourage a stron- 
ger dollar." 

Indeed, with the German 
economy generally disappoint- 
ing at present, many observers 
believe that there Is scope for 
further dollar strengthening in . 
the coming days. 

Investors generally see the 
US economic situation as being 
somewhat better than the Ger- 
man one.” Mr MacKinnon said. 

■ Sterling yesterday traded 
in a fairly narrow range, 
although it weakened slightly 
in the second half of the day 
against the D-Mark and dollar. 
Against the German currency 
it closed at Dfc£L24I5, com- 
pared with DM2.2425 the previ- 
ous day. Against the dollar it 
closed at $1.5305, from $1.5336 
the previous day. 

This flat movement reflected 
the fact that traders were 
watching to see the outcome of 
the latest monthly monetary 


meeting between. Mr Eddie 
George, Bank Governor and Mr 
Kenneth Clarke, UK chancel- 
lor. 

Although the two .men 
appear to have decided not to 
move rates from their current 
level of (L5 per cent yesterday, 
some trader still think that 
there is a possibility that rates 
could be cut when file markets 
open today. 

In recent days the June con- 
tract for sterling futures has 
started to rise, indicating that 
traders are becoming more 
optimistic about a rate cat. 
However, futures yesterday 
remained broadly flat as the 
markets watched for the 
results of the meeting. 
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POUND S*OT FORWARD AGAINST THE POUND 


Closing Change BM/oftar Day's KM One month Three months One ysa r Bank of 

mid-point on day spread high low Rods %PA Rate %PA Rais %PA Eng. Index 
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DOLLAR SPOT FORWARD AGAINST THE DOLLAR 


Closing Change BkVoflsr Day's mW On* month Thro* month* On* yw JJ* Morg 
mid-port an day spread high low Rata 96 PA Rat* MPA Rat* MPA Index 


Argentina 1.5304 -0.0081 296 - 310 15354 1.5290 

BrazB (RS) 1.4879 -0.0077 873 - 884 1.4830 1.4865 

Canada (CS) 2.0043 -0.0061 932-953 2.1030 20829 

Mexico INevPeeo) 11.4788 -0.1104 S21 - 055 11.5279 11.4521 

USA . (51 7.5305 -00081 300 - 310 1.5357 1.5290 

PacUMMMfliMitfAMca 


India (RS) 54.0302 -03961 883 - 710 55.0860 54.7990 - - - - 

Israel (Shk) 4.7778 -0.0255 728 - 827 4.7996 4.7728 - - - - - 

Japan (Y) 161.445 -1.157 338 - 561 162.960 161.110 160.61 6.2 158.105 5.8 152.765 5.4 137.4 

Malaysia (MS) 3X128 -0X3305 107 - 148 3.9385 3.9097 - - - 

New Zealand (NZ5J 2-3003 -0.0129 077 - 109 23170 23078 23122 -1.5 £3192 -1.7 23434 -13 104.1 

Phtfippima (Peso) 40.1451 -0.188 554 - 347 402347 400554 - - - - - 

Saudi Arabia (SR) 5.7402 -0.0302 381 - 423 5.7503 5.7340 - - - 

Stagapore (SS) 2.1672 -0.026 657 - 6B7 2.1898 2.1657 - - - 

South Africa (FO 5.5737 -00278 707 • 767 5.5972 55682 - - - - - 

South Korea (Won) 121 1.62 -7.01 115 -209 1217.16 121031 - - - - - - 

Taiwan 03) 41.8801 -0.1731 618 -084 42.1181 413435 - - - - 

Thafcmd (Bt) 306834 -03035 631 - 037 308130 306530 - - - - - - 

t Rales lor JilSL BcVofter upraedo It ttn Pound Spar mblfl 4 km only tho tat even dacfcnri phea. for— rol natoftmr not dbuedy quoted X> toe ro w l tof but 

ae onpfiod bcumu Host rates. Storing moot cricriated by Bw Bonk of Engtano. Base average 1990 = 100. Hn rabased VZffi. EBC, Otter and 

Md-rnas in +ta ms and toe Dolor Spot p m — derived hxn THE WMIRBJTBfi QjOSNG SPOT HATES. Same vgton m mundad by die F.T. 


Europe 

Austria (Sch) 103984 

Belgium (BP) 30.1000 

Denmark (DKr) 5X645 

Finland (FM) 4.4496 

France (Fft) 5,0040 

Germany (DM) 1,4646 

Greece (Dr) 240310 

Ireland (ttj 1.5835 

Italy (1) 1584.17 

Luxamboug (LFi) 30.1000 

Nethertands (Ft) 1.6403 

Noway (NKr) 04205 

Portugal (Es) 151.460 

Spain (Pta) 123400 

Sweden (90) 6.6685 

Switzerland (SFr) 1.1815 

UK tq 1.5305 

Ecu - 13627 

SORT - 0.68020 

Americas 

Argentina (Peso) 1.0000 

Brazi (R5) 0.9722 

Cauda (CS) 13684 

Mexico (New Peso) 73000 

USA (5J 

Padfic/MMtSe East/ Africa 
Auetrafia (AS) 13489 

Hong Kong (HKS) 7.7320 

India |Rs} 308250 

Israel (Shk) 3.1217 

Japan (Y) 105.485 

Mdaynti (MS) 23565 

New Zealand (N23) 1.5088 

PhSppinas (Peso) 263300 

Saudi Arabia (SR) 3.7506 

Singapore (SSI 1.4160 

South Africa (R) 3.8418 

South Korea (Wton) 781650 

Taiwan (TS) 27-4290 

Thailand (Bt) 253750 

t SOH nne per S tor Jen W. ESdroUer 
maW bul are kiplod by anant Inton 


+0.049 948 
+0.13 800 
+0.0315 630 
+03323 458 
+0.0207 02S 
+0307 64T 
+0315 160 
-00085 825 
+5X2 380 
+0.13 800 
+0008 398 
+03325 190 
+074 410' 
+0715 350 
+0.0426 635 
+00074 810 ' 
-0.0081 300 
-0.0051 624 


019 10.3180 

200 301500: 
860 5X743 

533 4.4573 

055 5 .01 85 

660 1/4677 

260 240900 : 
345 1.5699 

454 1586/45 

200 301500 I 
408 16446 

220 04480 

550 151.720 
450 123X70 
735 8X762 

620 l.lBffi 
310 15357 

629 1.2857 


BeWm-Frano 3S-3« 3% - & 3h-Sh 3ii - 3*2 - 3% 

Dental Krone 4\ -*h 40-413 4ft - 4ft 4*2 - 4ft 4ft - 4ft 

D-Mwk 3ft -3ft 3ft -8A 3B-3,\ 8& - 3J3 3ft - Sft 

Dutch Odder 3ft - 3 3ft - 3ft 3ft - 3ft 3d - 3ft 3% - 3ft 
French Frmc 4ft - 4ft 4ft - 4ft 4JJ - 4ft 4ft - 4,1 4ft - 4ft 

Partuguees Esc. Bft - flft 8*2 - 8ft 8ft - 8,1 6ft - 8ft 6ft - 8 

Spire* Peseta 8ft - Bfi 8% - 8B 8& - BR 8% - 8% BlJ - 8R 

Storing 8ft - Bft 6ft - 6ft 6ft - Oft 6ft - 6ft 6ft - 6ft 

Swiss Franc 1ft - 1ft - lft - 1ft 1ft - ift ift - 1*2 1% - 1*2 

Can. DoBar 5ft - 5ft 5% - 5ft 6ft - 5ft 5ft - 5ft 5ft -5ft 

US DoRer 6ft -5}? 5ft - 5& 02 -53 b *ft - 5ft 53,-51+ 

(Mian Ura 10ft - flft 10 - 9H 9ft - BH aH - 9* 9ft - 9% 

Yen >2 -ft 12-3. ft -ft ft -ft ft -ft 

AriwiSStajj 2ft - 2ft 2% - 2% 23.-2% 2% - 2% 2ft - 2ft 

Stan Mmi (awe oe eel tor ttw US Dolar and Vrt, otfMrx two daya 1 nodes. 

■ THHBE MOUTH PU Uffl WTURE8 (MATIF) Parte tataftartc offered rata ( 


+00001 721 
+0.0019 661 
-0.0325 650 


000 10000 0-9999 
722 08724 0-9721 


+0.0053 485 
-OJXXB 315 
-a07 100 
-00003 195 
-02 450 
-00085 560 
-00004 083 
+OJ315 BOO 
+0.0001 504 
-00095 155 
+0001 410 
-1 600 
+0-031 280 
- 700 

toimgdsin Bw Do 
1st rates. UK, Ms 


3.1290 3.1196 


094 1X094 1X088 

800 282800 28.1800 
507 3.7507 3.7504 


10686 

-0.1 

12887 

-ai 

12737 

-04 

70023 

-04 

70054 

-02 

7.5103 

-0.1 

10519 

-IO 

12554 

-IO 

12741 

-IO 

7.7327 

-0.1 

7.7345 

-0.1 

7.7B15 

-04 

38076 

-60 

3828 

-61 . 

37.75 

-64 

10602 

50 

104.16 

60 

10073 

40 

20574 

-04 

20635 

-1.1 

3087 

-12 

10118 

-20 

10177 

-24 

10423 

-22 

6751 

-0.1 

3.7517 

-0.1 

67551 

-0.1 

1A1Z4 

30 

14064 

2.7 

1281 

20 

30705 

-SO 

3.722 

-60 

30453 

-80 

794.65 

-45 

798.15 

-32 

810.05 

-32 

27.449 

-OO 

27489 

-OO 

• 


25-3737 

-4.7 

250775 

-40 

2646 

-4.7 



8848 96.40 

8843 6038 

9620 9618 

• MOUTH ECU FUH 


-005 9647 9639 4066 

-0.07 9643 9685 2768 

-0X8 9620 9618 275 

X (UFFE) Ecuim points o* 100W 


Mar 
Jun 
Sep 
Dec 

’ UFFE hints atoe 1 


I an .APT 

MB (UFFE) LlOOOm points of 100M 


■r Spot BUe show oidy the Ini ttrei docteut idaets. Forward n*w am not draesy quoted to ttw 
I & ECU we quoted In US curency. J_P. Margin nanM indcee Jan IK Base BHangs iflSOeiaD 


CROS. RATES AND DERIVATIVES 


EXCHANGE CROSS RATES 


Je 17 

Golgi pm 

©Fr) 

BFT 

100 

DKr 

1801 

H=r 

16.62 

DM 

4064 

E 

2096 

L 

5259 

R 

6446 

NKr 

21.32 

e» 

502 O 

Pta 

409.6 

SKr 

22.15 

SR 

3023 

e 

2.170 

CS 

4043 

S 

saw 

Y 

3602 

Ecu 

2630 

Damn* it 

(DKr) 

53.17 

10 

8.634 

2.588 

1.114 

2796 

2095 

1103 

2674 

2170 

11.7B 

2086 

"MB* 

2416 

1.766 

1862 

1096 

France 

(FRrJ 

6019 

1132 

10 

2028 

1261 

3185 

3278 

1203 

302.7 

2460 

1303 

2061 

1206 

2.734 

1.909 

2100 

1063 

Germany 

(DM) 

2006 

3087 

1416 

1 

0.431 

1081 

1.120 

4083 

1034 

8421 

4054 

0006 

0446 

0034 

0683 

71.99 

0.541 

Ireland 

(E) 

47.71 

6974 

7.928 

2221 

1 

2509 

2.598 

10.17 

2400 

195.4 

1007 

1.872 

1.035 

2.168 

1085 

167.1 

1255 

Italy 

(U 

1001 

0356 

0316 

0092 

0040 

100. 

0.104 

0405 

9063 

7.789 

0421 

0075 

0041 

0086 

0063 

6058 

0050 

NMhorizde 

(H) 

1828 

3.454 

3051 

0093 

0.385 

9667 

1 

3015 

92.35 

7522 

4068 

0720 

0098 

0034 

0610 

8400 

0483 

Norway 

(NKO 

4601 

8023 

7.794 

2282 

0063 

2467 

2.554 

10 

2369 

192.1 

1009 

1040 

1.018 

2131 

1058 

1640 

1238 

Portugri 

C5) 

1908 

3740 

3204 

0087 

0417 

1046 

1.083 

4239 

100 

81.46 

4405 

0780 

0431 

0.903 

0660 

69.63 

0023 

Spain ■ 

(Pi a) 

2441 

4092 

4.056 

1.188 

0012 

1284 

1029 

5204 

1220 

100. 

5406 

0958 

0030 

1.109 

0811 

8549 

0.642 

Svrodar 

(SKr) 

45.14 

8.491 

7.500 

2.196 

0046 

2374 

2458 

9024 

227.0 

1840 

10 

1.771 

0079 

2.051 

1000 

158.1 

1.187 

Swltuennd 

(SFO 

25.49 

4.795 

4238 

1240 

0034 

1341 

1088 

6435 

1202 

1044 

5 647 

1 

0.553 

1.158 

01847 

8827 

0.870 

UK 

ro 

4609 

8.663 

7.858 

2242 

0066 

2424 

2010 

9028 

231.8 

1880 

1021 

1008 

1 

2094 

1.531 

1614 

1212 

Conadi 

(C31 

2201 

4.140 

3057 

1.071 

0481 

1158 

1.1SB 

4092 

110.7 

9016 

4078 

0.883 

0478 

1 

0731 

77.08 

0079 

US 

(SI 

30.10 

5.682 

6002 

1464 

0031 

1583 

1.633 

6418 

1514 

1230 

6869 

1.181 

0653 

1068 

1 

1054 

0792 

Japan 

(Y) 

2826 

6371 

4.745 

1283 

0099 

1502 

1055 

6.088 

1430 

1170 

6026 

1.120 

0620 

1297 

0040 

100. 

0751 

Ecu 


38.03 

7.153 

0218 

1050 

0.797 

2000 

2.071 

6107 

1910 

1560 

6.424 

1.492 

OB2S 

1.728 

1263 

1332 

1 


c. Norosgisi Kroner, and SamSsh Kronor per itt Brigien Risk, Yen, Escuda Lira 1 
I DMM) DM 125.000 per DM ■ JA 


YEN FUTURES (ABM) Yen 12-5 per Yen 100 


pen Latest Chmge High Low EsL vol Open W. 



Open 

1 nlBgt 

Change 

Htfi 

Low 

Est vd 

Open ire. 


Open 

Latest 

Dirogr 

High 

Mar 

00353 

06854 

-0.0003 

D.B880 

06832 

43066 

68033 

Mar 

0.9527 

02538 

-0.0001 

09575 

Jun 

06884 

0.6887 

-0 0002 

00894 

06878 

125 

3.122 

Jun 

02640 

09663 

+00013 

09679 

Sep 

- 

06920 

- 

- 

- 

7 

1262 

Sep 

- 

09756 

-OJJ059 

- 


■ WtSS FWAWC FUTURES (IMM) SR 126000 per SR 


tJL- 03530 08521 -00017 0 8547 0«86 24.932 41,437 Mar 

Ju 0.8535 0.8508 -0.0019 CL8G16 113588 109 937 Jun 

So - 08665 3 88 Sep 


[Q FUTURES (IMM) E62.500 per e 


1 5340 1.5290 -0 0042 1.5340 13286 17J236 33.505 

13302 - - 13440 9 173 

13310 - - 1.5230 4 5 




.ONDON MONEY RATES 


EMS EUROPEAN CURRENCY UNIT RATES 


Three Sx 
months months 


Interbank Sl+rLng 7-6 6% - 6,', 6ft - 6ft 6*2 • 6% 6% - B>| 6ft - 6ft 

Staring COe - - 6% - 6ft 6ft - 6ft 8ft ■ 8ft 6ft - 6ft 

Treasury Bins - - 6% - 6ft EU - 6ft 

Bank Bills - - 6% - Bft - 6ft 6% - 6ft 

Local authority daps. Efl - bit Eft - 6ft E*2 - 6% 6^2 - 6^ - 6ft Ha ■ 6^ 

Dfficount Marhet dtps 7 - e*a 6ft • 6,1 

IK clearing bank base taxing rate 6 1 z per cent from December 13, 1995 

Up to 1 1-3 3-6 6-9 9-12 

nwuh nonth months months months 


Certs ct Tax dee <SM 00.000) 2h S>2 S 5 4ft. 

Certs td T sc dep urxta ClttUXU b 2 ! jpc. Oenoaos vwtxtonim lor cadi 1 Upc 
Are. Hnper atm cd dtasowd 6.v663pc ECGD bed rate SUp. Export Pittnca. IMe up day Dec 29. 
1995. Aoeetl rate ter paned Jai 24. 1995 to Feo 25. 1996. Schema n 8 II 7 62pc Rehnnro rate tor 
petod Dec 1. 1995 to Dec 29. 1995. Schema IV A V 6.5S2PC Hna i o e r+xra Bxm RJto 7pc from 
Januarr 1, 1995 

■ THREE MONTH STRUNO FUTURES (UFFE) ESOD.OOO points of 100% 



Open 

Sett price 

Change 

High 

Low 

Est vol 

Open ire. 

Mar 

9179 

93.77 

- 

33.30 

93.75 

11938 

92201 

Jrei 

93.98 

9095 

■0.01 

93.99 

93.90 

21615 

67390 

Sep 

94.01 

9327 

-002 

94 02 

93.92 

11606 

54712 

Dec 

9321 

9326 

-022 

9322 

93.78 

7573 

41914 

Mar 

93.71 

93.66 

-OOl 

3371 

9326 

6309 

29348 


Algo tnetod on MPT. am Open Meresi Bps. are ter pnwiauv dXy- 
■ SHORT STBUJIC OPTIOMS (UFFE) £500000 points at IQOTe 


Strike “LLS WTS — 

Prlca Mar Jim Sep Mar Jun 

9375 0-10 633 645 608 0.13 023 

9400 0 02 0.18 631 625 023 

Kg; 0 0 09 020 0.48 039 

K- yvi lot*. Crib 1(35 Puts 1732. Previous day's open WL CaBs 133477 Puis 109181 


BASE LENDING RATES 


Jan 17 

Ecu can. 

Rata 

Change 

% ■*■/- frem 

w spread 

Dtv. 


rates 

afpjpsr Ecu 

on day 

cen. rate 

v weakest 

tad. 

Spain 

162.493 

159.133 

+0052 

-2.C7 

487 

14 

Netherlands 

3.15214 

Z 11584 

-000062 

-1X9 

4.46 

13 

Pel glam 

39.3960 

38.8242 

-00126 

-1.45 

422 

11 

Austria 

13.4383 

13^844 

-00059 

-1.15 

369 

6 

Germany 

1.91007 

1.88911 

-0.0097 

-1.10 

3X4 

11 

Portugal 

195.792 

195371 

-0055 

-022 

Z9Z 

1 

Denmark 

728580 

7.30315 

+0X13366 

0.31 

2.39 

-2 

Franc* 

6.40608 

6.46133 

*0.0029 

086 

1X2 

-7 

Ireland 

0.792214 

0813627 

+0.001009 

2.70 

a 00 

-18 

NON ERM MEMBERS 






Greece 

292.887 

310348 

+0198 

5X7 

-308 

- 

Italy 

2106.15 

2043 43 

-3.43 

-2X8 

5X6 

- 

UK 

0786652 

0.642163 

+0X301408 

7.06 

-4X17 

- 

Ecu cvnfraJ rates 9?1 by Itw Einoun CuiuikSiKA Ciinwioaa m ieUJvq BbViQlh. 

ParanMflN efuign «• tor Ear. i pcaftw* c^nga Micas % Mh oaransy. CMysu rinn ms 

tor a currency, end uw imnua p*mc«t iaami tMujaon at Om ownnefa mwva am from its 

Ecu central rat* 







fl7WPl SWng id toiait Lira swpendBg iron Bttl fltSjMSrmra euaitod by fmanert TlrnBgL 

| ■ PHILADELPHIA SC C/S OPTIONS Ejl.250 'teris per 



Strike 

— 

- CALLS — 

— 


PUTS 

— 

Price 

Feb 

Mar 

Apr 

Feb 

Mar 

Apr 

12a 

122 

2.51 

2.96 

0.62 

1.31 

1.79 

12m 

1.30 

133 

2-51 

CX7 

1.74 

224 

1240 

0.78 

1.46 

2X0 

1.44 

227 

273 

1250 

043 

1.07 

1X9 

2X9 

2X5 

3.32 

1200 

0.17 

0.76 

125 

2X0 

333 

397 

1270 

022 

052 

C36 

as 

4X9 

4 67 

Pravna day's vd. Crib 6273 Puts 5.385 ftav. da/i qpar rt_ Co2s 1X!J£( Pua 168254 


m Sim ports cf 100% 



Open 

1 atHrn* 

Change 

High 

Low 

EsL vol 

Open tat 

Mar 

94.67 

94.67 

+0.01 

94.57 

94X5 

107.413 

423.377 

Jun 

95X16 

95.03 

-0.02 

95.07 

95X1 

145X80 

443.197 

Sep 

95.15 

95.13 

-0.01 

SS.16 

3511 

64.384 

266.325 


Actan&Contny- 

V, 

.-6X0 

AtodTiurtBBf* 

.... 650 

ABSar* 

._&ao 

■Henry Anducter 

....650 

BanfcotBaroda 

-650 


BsnBbV Vcxxva. 650 

SarAd Cyprus 630 

Bank of Wand EJSO 

BartkoDntfla 850 

Bark of Scotland ..-850 
Baretajtf 0 ** 6 |o 

BrkBkofMdEaS - 630 
seicwnWpte&CsUdAW 

CMbenkNA 330 

Oydasdafe Bat* . ..-650 
Th* CtKpsawe 8arfc. 630 

CauflsACd 650 

QrodftLyart* 630 

Cypia FArapute Bunk -3.7S 


Duncan Laerta 630 

Exeter Ba* Limited .. 730 
Fmsidal fi Gen Baiii -.730 
•Roban Remna 8 £5o - 650 

Oebsnk - 675 

•Grimoss Mahcn ... .630 
HAb Bank AG amOT.633 

•HamtxosBank 850 

Hedoble 3 Gen hvBK 6.75 

•HE Samuel -650 

C.Hoaro&Co. .. 630 
Hcntfk o ngaStanghaL 630 
Jufean Hodge Bait . -630 
•LocpoW Jsoeph 8 Sons 650 

Uoyds&s*.- 6.50 

MeghfaiBartiLU 630 

Mtftmd&rt 650 

* ItamtCredttCcup . - 630 

NatWtstmxatar - 650 

•Rea&tthere 650 


Aoya)£kof Seoeand.. 630 
•Stager A Fnoaander 630 
•Smh&WUmsnSocs 650 

TSB 630 

Unrad Bar* d Kuwaa. 675 
Uney Treat Bank Pto „ £50 

WcstamTrust 630 

Whdeatray Ladav 650 

YotaHra Barit 630 

• MenUora at Lordon 
IrMSBnenI Ssleng 
Assouaibn 

* kiedmmatnmon 


■ US TREASURY MU FUTURES fllM) Sim per 100% 


Mra 93.14 95.14 - 95.15 95.14 

Jun 9546 9546 - 35.46 9546 

Sep - 9637 - - 9536 

M Open I n ton B i Age. ana tor pptu cay 


■ EttROMAAK OPTIOtB (UFFQ DMIm parts cf 100% 


609 ajsa 
776 6,186 
183 379 


Strike 

Price 

Feb 

Mar 

CALLS - 
Apr 

Jun 

Feb 

Mar 

PUTS 

Apr 

JUn 

0650 

013 

014 

0X3 

035 

0X2 

003 

0X4 

006 

967S 

0.03 

003 

014 

0.17 

C.57 

017 

C.10 

0.13 

9700 

0 

0 

0.05 

007 

033 

0X9 

026 

023 


E sl vu treat. Cans 12810 Puts Batn. Pmoa currt com n. ceas eexsi Puc rxorr 
■ EURO SWSS FRANC OPTOOMSfLOTE) SFr tm ports cl 100% 


Strike 

Price 

Mar 

- CALLS - 
Jun 

Sep 

MW 

— PUTS 
Jun 

9825 

017 

027 

034 

0X6 

0.12 

SOSO 

005 

0.13 

022 

0.19 

023 

8675 

am 

0.05 

014 

040 

040 


ESI- vol ns. Cab 0 ttes a Pronoun dry's cam «- CaiSs 3615 Psa 2773 


U* FT GUIDE TO WORLD CURRENCIES, pebErirod k Monday'i 
e e e npA pe r —la>rtati><>»tr200ci ip rPcta . i»ei>wwaaAbleby dMBxnfaefcflpwws 
nanbg from tfac keypad or tanebn of yoar 6 b irartriar 8891 437 MU. 

Cadi are cfanged at 39pfrnta chrep tm end 4^/mia at ill other thne*. fijr Kraioe 
□uoklc die UK pfcaic lEkplwnc +44 1 71 873 4378 far detaib on CHytbc iHt ni iaitou x L 


FAST 64 KBIT SATELLITE TECHNOLOGY 


FOR COMPLETE REAL-TIME DAM OF 1HE 
AM) EUROPEAN EXCHANGES 





&0PH0NS 


88 DOVES SHEET, LONDON WIX SBB 
m: 0271 629 U» FAX: 0171 496 9022 


Union 

Gold on the Move? 

z zz zz 

Futures and Options Trading 24 Hours 


Tel: 44 171 329 3030 H 

I imiced 

Fax: *14 171 329 3919 Jg. 



\KU 24-IKH l( K)k!.X lll-.sk I 


Competitive Spc*b.frEninaanTV*ma»xi She SltXUMO 
To find ow mo« abooe oer friority. pio fcui o aW tcrncc. 
cdl Daant Bonoi oo QI7I I960QII or wmc to n: 

1G Index pk 1 WmrtBpK. Lonitoe SWIEiER 


MURPAC 


Mutt Options ri Camnda triift 


data aeon to exdutngr floors 


Junes MrooreU 


m om 702 i9v/ 


FtK 0171 49061 IS ah p 

bjateA- 



Aflordjti'- di-.ii lime ecuitits. t’atitws ;i“'' ni'.ij 

Market-Eye 

FREEPHONE 0800 321 321 FAX 0171 393 1001 


WANT TO KNOW A SECRET? 

He f.D.S. Gui Semiomr win iba« yev tow (be rairfccU REALLY work. 

i virtue year profila ud coataia yoer Iren. Bov? That's Ike (acral. 
Beak yen FREE place, nonet 171 5*1 5*5* 

12 4HR FORBYJ& 

1 ^171-8650800 ^ 

1 lertonOveUnBO- 






TREND ANALYSIS 

LTD 


ip 



Furusuj 

i OPTIONS 

SECURITIES AND FUTURES UMITEO 
Vo«taBfwvl2!SIinteHyfiitaEta,lMdnB^m 

"T* Td {4ijl7H17 9721 Ftt(i<)17l4n9n9 

$ 3 ; 

^ SOUND 

L TURN 


*4i\ *. mr j 


SOVEREIGN (FOREX) LIMITED 

2* HOIfft MARGIN TKAOnOFACMJTY 




Tel: 0171 - 931 Slffi Fee 0171 -9M 71« 


KNIGHT-RIDOER'S FUTURES MARKET DADUOT FOR WHY $695 


II 1 ill i> Ilia .(( V d— ^^ftlLil | 1 1 1 i ntarai 1 ft/ 1 

1 OFFSHORE 

1 COMPANIES 





Business Information 



The Right 

Business Information 

in the age of information, the hard thing is to find die right 
information; key company information that's relevant and 
to the point. 

FT McCarthy is your vital source. Our network can 
. provide comprehensive information on the exact companies 
and sectors that interest you. Every day we gather 
information from the world's top business publi catio ns — 
it would take you all day just to read them - son it. and 
store it. You can access just what you need - by company, 
by industry, by country or by marfceL Industry speculation as 
well as the hard fiicts. 

Access Is on CD-ROM. online or hard copy, so it's 
easy to be on the right side with FT McCarthy. Start today 
by sending the coupon. 

FT McCarthy. The right business information 

j Cotnptefc ihn coupon and send k to. Michael Ridgw-jy. ft MeQutty^""~| 
I Hnendal Times Infonnanan, Furor Houie. 13-17 Epwanti Street.' 
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LONDON STOCK EXCHANGE 


MARKET REPORT 


FT-SE-A Afl-Sbara Indto 


Equities weakened by bouts of profit-taking 


1,840 


By Steve Thompson, 

UK Stock Market Editor 

An early attempt by the UK stock 
market to build on Tuesday's sub- 
stantial gains quickly ran into pock- 
ets of resistance yesterday, with the 
market falling away before embark- 
ing on a moderate rally. 

At the end of a day which saw the 
FT-SE 100 lose and then quickly 
regain the 3,700 level, the index set- 
tled a net 6.4 lower at 3.7042. 

Second-line stocks were much 
quieter, with the FT-SE Mid 250 
index never much more than two 
points lower, and eventually closing 
1.9 off at 4,035.6. 

Dealers were by no means 


depressed by the day’s events in the 
market. Indeed, some remained 
firmly on the bull tack, persisting 
with the view that more corporate 
activity will develop in coming 
months. 

Many of the big br oking houses 
remain cautious of the UK market. 
Lehman Brothers said it “expects a 
retracement of the Footsie on a 12- 
month view to around 3,350". Gold- 
man Sachs told its clients to “use 
any strength in equities to switch 
into bonds", pointing to "worrying 
signs that corporate profits will 
grow more slowly than the market 
believes", and the potential for a 
change of government. The strategy 
team at Credit Lyonnais Laing 


expects the UK market to rise only 
modestly in 1996, forecasting a year- 
end FT-SE 100 of 3,750. 

The market’s rather optimistic 
expectations that the monthly meet- 
ing between Mr Kenneth Clarke, 
chancellor of the exchequer, and Mr 
Eddie George, governor of the Bank 
of England, could have brought 
another UK interest rate cut came 
to nothing. 

European rate cut hopes did noth- 
ing to help bond markets, which 
had been helping to drive equity 
markets higher in recent sessions. 
Gilts were under minor selling pres- 
sure for much of yesterday, finish- 
ing just off the day's lows. 

The overnight 44-point upsurge in 


the Dow Jones Industrial Average 
gave some backbone to the UK 
equity market at the outset, the 
FT-SE 100 opening just over 10 
points higher and reaching the 
day’s peak. 3,722.6. up 12 points, 
within a few minutes. 

But the realisation that the Dow's 
gnfn eanw ahead of extremely disap- 
pointing results from Intel, the 
world's largest manufacturer of 
semiconductors, quickly took the 
gloss off the market's early perfor- 
mance. The Footsie moved back 
into negative territory within an 
hour and thereafter struggled to 
stay above 3,700. 

An initial double-figure retreat by 
the Dow failed to trigger any far- 


ther substantial damage in London 
and the Footsie, after slipping 
almost 15 points at worst, recouped 
more than half of that by the dose. 

British Gas was responsible for 
over half the fall in the FT-SE 100, 
as the shares dropped in the wake 
of reports that the industry regula- 
tor will continue to take a hard line 
on price controls. One leading 
industry analyst warned that if 
Olgas adopted too extreme a stance 
towards British Gas the company 
would have no alternative than to 
request a reference to the Monopo- 
lies and Mergers Commission. 

Turnover at 6pm reached 773.6m 
shares; customer business on Tues- 
day was worth a hefty £127ba 



Equity dare* ***** , 

Turwer Dy (mdSoni. 

Surinwa end ovmett Jk 

1,000 - 


Indices and ratios 

FT-SE 100 371R2 -6.4 

FT-SE Mid 250 4035.6 -1.9 

FT-SE-A 350 18375 -2.8 

FT-SE-A All-Share 1611.60 -2.44 

FT-SE-A All-Share yield 3.76 (3.77) 

Best performing sectors 

1 Textiles ft Apparel *1.6 

2 Electricity *0.8 

3 Engineering. Vehicles +0.7 

4 Lite Assurance ........ — *0.5 

5 RetaHera, General +0.5 



FT Ordinary intto* *iS3,3 -?.* 

FT-SE-A Non Fins p/o 16.78 (IMIY 

FT-SE lOOFut Mar 3758.0 *5.0 

10 yr Gilt yield 7.32 (7.30J. 

Long grt/equity yU ratio: 2.07 ff-O&J 

Wont performing wcton 

1 Gas Distribution -*■* 

2 Retailers. Food - 

3 Extractive Industries - -* S’ 

4 Electronic S. Elect Eq .—-I.* 1 

5 Leisure & Hotels - '1.0 


Scottish 

Power 


Scottish Power took the high 
road to the top of the Footsie 
charts yesterday as some bro- 
kers discussed the advantages 
of the company ahead of a pre- 
sentation today. 

ScotPower is to talk about 
cost savings to be achieved by 
its acquisition of Manweb, and 
several analysts are poised to 
raise their dividend growth 
forecasts. 

Merrill Lynch reiterated its 
buy stance and BZW also rec- 
ommended the shares. BZW 
also feels the stock has a more 
general appeal as a hedge 
against a Labour victory. It 
believes that ScotPower is 
more likely to be immune from 
a harsher regulatory regime. 

However, not everyone 
agrees. ABN Amro Hoare 
Govett believes that if Labour 
encourages devolution the 
Scottish treasury will need to 
raise cash. Scottish Power, as 
one of the country's biggest 
companies, could be a prime 
target 

ScotPower shares moved for- 
ward 9 to 387p with turnover 
reaching 4.1m. 

Gas worries 

Optimism over the prospects 
for British Gas dissipated yes- 
terday as the official regulator 
was seen to take a tough line 
on pricing. 

The re-emergence of con- 
cerns saw British Gas shares 
deflate 12 to 255'Ap. As they 


headed back towards their 
all-time low of 226p achieved in 
early December, they 
accounted for alm ost half of 

the Footsie's slide yesterday. 
And the turnover represented 
more than 4 per cent of the 
volume in the blue chip index. 

It had been hoped that the 
government might introduce 
some form of levy to offset the 
£40bn of highly priced pur- 
chase contracts to which Brit- 
ish Gas is committed. 

But Ms Clare Spottiswoode, 
the regulator, was quoted yes- 
terday as saying she would 
only consider reopening the 
contracts if British Gas were in 
finan c ial difficulty. 

There had also been specu- 
lation that a bidder - possibly 
BP - might emerge on the 
basis that British Gas was 
cheap and management was in 
disarray. But that, too, looked 
far off the mark yesterday. 

Textiles boost 

Following what one analyst 
described as the “annus horri- 
bllis" in the sector, textile 
stocks showed signs of recov- 
ery yesterday. 

Investment bank BZW has 
called the turn, moving its 
stance to overweight and con- 
centrating its recommendation 
on Courtaulds Textiles and 
Sherwood. 

Analyst Ms Julia Blake 
argued that the sector is dis- 
counting a squeeze from huge 
raw material cost increases, 
and falling retail demand. It 
cannot get any worse this 
year,” she said. “Our numbers 
show Courtaulds Textiles on a 
prospective p/e of 12. which is 
not demanding by any stretch 
of the imagination." Court- 
aulds Textiles gained 10 at 


399p. Sherwood a penny at 106p 
and Coats Vlyella. the sector 
leader, 7Vi at I90p. 

Brokers acting for Granada 
Group were reported to have 
been early buyers of Forte 
stock and dealers suggested 
that the group bad picked up 
another 0.7 per cent to take its 
holding in Forte to 9.9 per cent 

Profit-takers in Forte gained 
the upper hand, leaving the 
shares 3 lighter at 377l4p after 
another busy session which 
brought volume of 27m. 

A note from Merrill Lynch 
due to land on investors’ desks 
today argues in favour of Gran- 
ada, whose shares ended the 
session unchanged at 693p. 

In spite or months of sp«:ula- 
tion, yesterday's news that 
Lloyds Chemists had received 
an approach which may lead to 
an offer for the company still 
appeared to take the market by 
surprise. 

The shares jumped 75 to 366p 
following the announcement, 


the best performance in the 
FT-SE Mid 250 index, with Oni- 
chem mentioned as the most 
likely predator. 

Unichem shares relinquished 
10 to 239p amid hints that it 
will unveil an agreed bid for 
Lloyds Chemists today. How- 
ever, several analysts 
suggested such a bid may pro- 
voke a Monopolies and Merg- 
ers Commission investigation. 

Investors in Kingfisher were 
cheered by an upbeat trading 
statement from the group. The 
shares closed 9 ahead at 538p. 

Leading food retailers gave 
up Tuesday’s gains as fears of 
a petrol price war swept 
through the market The wor- 
ries surfaced after news that 
two petrol giants, Shell and 
Esso, are to reduce their fore- 
court prices. Esso is the UK’s 
largest petrol retailer and 
around 4 per cent of superstore 
profits are derived from sales 
of petroL 

Shares in Teseo rose mod- 


FINANCIAL TIMES EQUITY INDICES 

Jan 17 Jan 16 Jar 15 Jan 12 Jan 11 Yr ago Tftgh -Low 

Ordinary Sham 2753a 2780.7 2727.0 27205 2720.9 2338.1 27807 22383 

Ord. dtv. ylM 395 404 4,06 406 4.06 447 4.73 3.94 

P/E rabo net 1647 16.48 1629 1626 1628 17.64 2193 1595 

P/E ratio nil 1627 1828 16.08 16.05 16 07 17.09 2251 15.17 

-For 1895/96. Odrary Snare Index stece c ampto mt high 27S0.7 16/01/96: low 494 2E/CMO. Base 
Dote: 1/7/35. 


Ordinary Share hourly ch anges 

Open 000 1000 1100 1200 1300 1400 1500 1600 Hgh 


Low 


2767.7 27629 2758.1 2751.1 27554 2752-5 27522 2752.1 2750.5 2769.5 2747.9 
Jan 17 Jan 16 Jan 15 Jan 12 Jan 11 Yr cga 


SEAQ bargains 
Equity turnover (Omit 
Equity bargainst 
Shares traded (min' 


34.159 


31.904 

1966.4 

37.930 

7132 


30917 

12162 

34.B85 

5590 


29.603 

19224 

36231 

72BO 


29.766 20014 

2095.0 1803.0 

36.114 27028 

7287 742.5 


tEjdudtog intra-nrartart business and overMos turnover. 


■ London i na r tot data 


Hhn aid taBa* 


\ 52 Week highs and lows 1 

UFFE Equity options 


Told Ffeea 

729 

Total Highs 

166 

Total contracts 

62.787 

Total Fafc 

517 

Total Lows 

28 | 

Cafe 

37.088 

Same 

1 287 



1 Puts 

2&6S9 


Jon. 17* Data based on Equity shares feted on the London Share Service. 





Da/S Year 

Div. 

Net 

P/E 

Xd acf. 

Total 


Jan 17 

chge% Jan 16 Jan 15 Jan 12 ago 

ytaUM 

cover 

ratio 

ytd 

Return 

FT-SE 100 

37042 

-02 37105 3862.7 3657.3 3054.0 

356 

2-07 

1552 

265 

148265 

FT-SE MW 250 

4035.6 

— 4037.5 4021.6 4024.6 34655 

3.63 

1.81 

1097 

12.63 

1594.84 

FT-SE Md 250 ex Inv Trust* 

4043^ 

-0.1 40465 40295 4033.4 34755 

3.77 

1.07 

17.72 

1343 

159947 

FT-SE-A 3SO 

18372 

-Ol 1B40.5 1B202 1816.4 15204 

351 

2.00 

1022 

225 

150543 

FT-SE-A 350 Higher Yield 

18452 

-0.1 16475 16255 1820.7 15815 

4.67 

154 

14.56 

3.45 

125656 

FT-SEtA 350 Lower Yield 

18342 

-02 18300 18185 18205 1496.6 

259 

254 

1049 

058 

125269 

FT-SE SreeKap 

1976.18 

197029 1072.05 1B8952 1740.16 

3.16 

152 

2151 

157 

1569.40 

FT-SE SmaBCep ex Inv TTmt* 

1940.98 

195065 194655 1944.15 1717.67 

358 

150 

19.44 

156 

1586.77 

FT-SE-A ALL-SHARE 

1811^0 

-0.1 1614.04 179026 179042 151355 

3.76 

201 

1055 

218 

1507.66 

■ FT-SE Actuaries All-Share 









Day’s Year 

Dtv. 

Net 

P/E 

Xd at* 

Total 


Jan 17 

chfle% Jan 16 Jan 15 Jar 12 ago 

yialdM 

cover 

ratio 

ytd 

Return 

ID MMB1AL EXTRACTION{24) 

3164.38 

-0.1 3167.28 3150.70 3187A3 266654 

069 

2.02 

1072 

050 

133158 

12 Extractive industries^ 

403a7B 

-1.1 4088.78 407458 405650 3802-96 

067 

256 

1359 

050 

116840 

15 OB. totosyatecJCT 

3212.96 

+0.1 320040 3189.69 323753 266155 

3.83 

1.95 

1070 

0.00 

138651 


2100-55 

-05 210750 209955 21 1844 1877.40 

253 

148 

36.16 

0.00 

1348.87 

20 QS4 IfiDIJSTRlALSfZTS) 

1B96-99 

-02 200077 199154 198150 184754 

4.14 

150 

1553 

054 

107268 

21 BuMng & Conatruc«on(34) 

1040.05 

-09 104858 1041.18 103075 86551 

357 

216 

1452 

056 

857.17 

22 BuBdng Matte & Mrartmps) 

1771.91 

-05 178099 177054 176958 175150 

453 

203 

1455 

040 

67956 

23 ChemteateC3) 

2432-91 

+02 2427.42 2414.03 2417.17 2287.45 

453 

157 

1060 

051 

113357 

24 Kworaffied IndustitoKSI) 

1819^7 

+02 181757 181083 181032 180029 

5.42 

158 

14.62 

050 

99557 

25 Etearanic & Beet Equip{38) 

2261.78 

-1.1 2267.01 226150 225455 190006 

3.19 

1.95 

2057 

151 

118157 

28 Englneefteg(71) 

2197.06 

-04 2204.87 220358 2201551777.47 

3«iq 

223 

1061 

152 

131553 

27 En^neering. VeWctes(i3) 

2557.49 

+07 ZS3856 2521.04 250459 212257 

4.D1 

154 

2009 

050 

1303.96 

28 Paper, Pckg ft Prtritirig(28) 

260046 

-Ol 260154 260251 258a 78 280541 


2-53 

1286 

0,39 

106659 

28 TaxtBaa ft Appareftig) 




150 

14.83 

0.00 

88758 


estly early on in the session 
after the group reported an 8.5 
per cent rise in like-for-like 
sales for the 29-week period to 
the end of December. The fig- 
ures were in line with market 
expectations. 

However, sentiment was hit 
by a combination of initial 
fears, later denied, that Tesco 
may be (me of the bidders far 
Lloyds Chemists, which yester- 
day said it had received a bid 
approach. Thus, together with 
the worries on petrol sales, the 
shares gave up early strength 
to close TVs cheaper at 308p 
after trade of &8m. 

In the rest of the sector. 
Asda Group, which also denied 
speculation that it was the pro- 
spective bidder for Lloyds 
Chemists, eased 21-2 to 112p. 
Argyll fell 8‘A to 348p and 
J. Sainsbury 6V* to 4Z7p. 

Sparkling fourth-quarter fig- 
ures from a number of US 
banks raised the profile of 
their UK counterparts. 

One trader said the sector 
was “potentially explosive". 
The sector was helped further 
by some bullish research from 
Lehman Brothers. The US bro- 
kerage said that with real 
return on equity at record lev- 
els, the valuations look good in 
comparison with previous peri- 
ods Of low infla tion. 

Lehman particularly likes 
the Far Eastern banks, Hong- 
kong and Shanghai, and Stan- 
dard Chartered. HSBC put on 3 
at 1023' rp and Standard 6 at 
575p. National Westminster 
rose 4 to 655p. Finally, it main- 
tains the belief that Boyal 
Bank of Scotland, which has 
risen sharply on takeover spec- 
ulation over the past year, is 
“a natural bid candidate". 
RBoS finned 3 to 557p. 

Medeva shares fell sharply 
on claims that its best selling 
drug might cause cancer. 

A report by the US Food and 
Drug Administration alleges a 
product marketed by Ciba, 
identical to Medeya's methyl- 
phenidate - used to treat 
attention deficit disorder in 


children - gave a “weak signal 
of carrinogenicity". 

Analysts said the FDA con- 
sidered the drug to be safe and 
effective but any mention of 
cancer was bound to under- 
mine its appeal. Medeva 
pointed out that the FDA had 
also said that methylphenidate 
was “safe and effective” and 
the stock recovered from its 
worst to end 14 off at 259p. 

Negative press contributed 
to a fall of 22 to 377p in 
USM-quoted ML Laboratories. 

Scotia Holdings rallied 
sharply at ooe point an reports 
that it has acquired a develop- 
ment licence for a new multi- 
ple sclerosis treatment, but it 
ended 3 down at 580p. 

A profits warning left Wain- 
homes. the property group, 
down 41 at 68p. 

Reed International finned a 
penny to lOOOp. BZW issued 
15m “spread”' warrants, which 
increase in value as the spread 
between Reed and its Dutch 
Elsevier arm narrows. 
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Peter John, 

Joel KRmuco. 
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FT - SE Actuaries Share Indices 


The UK Series 


30 CONSUMER GOODSfBI) 

3636.04 
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Haw Zoatand 
Can. 40(1/7780) 
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■ T tl tiPMO ACTTWTY 

• Mum (ndtad [J5S 
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Open Sen Price Chang* 

B f ft fr-an OOP * AM*— 1 
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^ 19K.B 1982-0 t,B - 5 
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NEW YORK STOCK EXCHANGE COMPOSITE PRICES 
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7% ACM Man x 
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1ft 10% Acnsm 
1ft i5%ManaE*r 
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ft 

ft 
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20 12ft Atonal 
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2ft 18AUU 
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AMERICA 


US steady in spite of 
warnings on earnings 


Wall Street 


US share prices surprised ana- 
lysts yesterday by holding 
steady in spite of a poor earn- 
ings report from Intel and 
warnings about weak profits 
from two bellwether compa- 
nies, writes Lisa Bransten in 
New York. 

Near 1pm the Dow Jones 
Industrial Average was 7-95 
higher at 5,095.81. The Stan- 
dard & Poor’s 500 added 1.10 at 
609.54, while the American 
Stock Exchange composite lost 
1.07 at 532.98. NYSE volume 
was 276m shares. 

Shares received a boost in 
the early afternoon from E*" nR 
in the bond market which rose 
after the Federal Reserve’s 
"Beige Book” indicated that 
the economy was growing 
slowly, with manufacturing 
weakness in some sectors. 

Meanwhile, the technology- 
rich Nasdaq composite, which 
was expected to suffer the 
most added 7.14 at 1,003.01 in 
extremely volatile trading. The 
index began the day with a 10- 
point loss in the wake of the 
disappointing fourth-quarter 
earnings from Intel, the 
world’s largest semiconductor 
company and the second-larg- 
est company on the Nasdaq. 

Intel shar es fell $3% or 7 per 
cent to 551%, also hurt by a 


wave of rating downgrades 
from US broking houses. 

Intuit the financial software 
maker, tumbled $6% or ll per- 
cent to $54% after an analyst 
lowered his rating on the com- 
pany to hold. 

Elsewhere in the technology 
sector, companies managed 
modest gains after posting 
sharp losses over the past sev- 
eral weeks. Sun Microsystems, 
which reported stronger than 
expected earnings late on Tues- 
day, added $3% or 7 per cent at 
$45. Microsoft edged up $% to 
$87, Adobe Systems was $% 
dearer at $36% and Oracle 
Systems put on $1% at $43%. 

The Dow fell nearly 20 points 
in early trading only to retrace 
most of its loss. Early fears 
were sparked by profits warn- 
ings from both Wal-Mart the 
world’s largest retailer, and 
Minnesota Mining «n<i Manu- 
facturing, an industrial con- 
glomerate that is a component 
of the Dow. 

Wal-Mart shares dropped to a 
new 52-week low with a loss of 
$2% or 9 per cent at $20% as 
weakness in the retail sector 
caught up with the company, 
and 3M weakened $3% or 5 per 
cent to $64. 

But not all of yesterday’s 
corporate news was bad. Inves- 
tors were cheered by US Air’s 
announcement that it had 
picked Mr Stephen Wolf to 


Canada 


SOUTH AFRICA 

Johannesburg’s gold shares 
retraced most of a busy day’s 
gains, m spite of active over- 
seas buying, on worries that 
the bullion price would not 
breach die $400 level Indus- 
trial shares were also higher 
before profit-taking pared 
some of the rise. The overall 
index climbed 42.7 to another 
record of 6,887.1, industrials 
added 19.3 at 84507.9 and golds 
put on 134> at 1,623.3- 


Mexico, Brazil little changed 


Mexico City was mixed in midsession trading as 
investors reflected on the lower than expected 
rise in interest rates at the Cetes auction which 
was held after die close of trade on Tuesday. 

By noon the IPC index was up 5454 at 24126.59. 
The stock market had initially been lifted by 
strength in Telmex ADRs. 

SAO PAULO moved lower as a consolidation 
phase continued after the market’s 13 pear cent 


gain since the beginning of the year. By mid- 
session the Bovespa index had retreated 371.60 
to 48,096. 

Analysts said that attention was likely to be 
focused on congressional panels which were 
srhwriiilwrl to begin Atomism ny is OH the panmnn 
reform project and a proposal to create a 0-25 
per cent tax on financial transactions to 
increase the health budget in 1996. 


EMERGING MARKETS: IFC WEEKLY INVESTABLE PRICE INDICES 


Markat 

No. of 
stocks 

Dollar terms 

Jan. 12 % Change % Change 

1995 over weak an Dec *95 

Local ctarency terms 

Jm. 12 % Change % Change 
1995 over week on Dec *95 

Latin America 

(248) 

497.84 

-02 

+54 




Argentina 

(31) 

845.69 

-24 

+54 

518,06048 

-24 

+54 

Braz3 

(68) 

33292 

+1.7 

+84 

1209.43 

+14 

+84 

Chile 

(43) 

757.70 

-02 

+12 

1231.09 

-0.4 

+04 

Cotombia’ 

as) 

59097 

-3.4 

-12 

1,053.60 

-2.0 

+0.4 

Mexico 

(65) 

49391 

-12 

+84 

1,58947 

24 

+54 

Peru* 

(21) 

206.03 

-1.1 

+44 

296.43 

-04 

+6.7 

Venezuela 3 

(5) 

29794 

-04 

-11.1 

2,541.73 

-44 

-24 

Asia 

(SSI) 

24147 

+14 

+42 




China 4 

(23) 

59.11 

-14 

+04 

02 . 11 

-14 

+94 

South Korea 5 

(145) 

12240 

+1.0 

-24 

12740 

+2.1 

-14 

Philippines 

(35) 

27545 

+1.6 

+6.3 

34840 

+14 

+6.4 

Taiwan, China" 

(83) 

108.30 

+34 

-4.0 

11142 

+34 

-3.7 

hxlia 1 ’ 

(76) 

70.84 

-14 

-4.4 

97.48 

-1.1 

-24 

Indonesia* 

(44) 

11720 

+24 

+64 

14546 

+2.4 

+7.1 

Malaysia 

(123) 

290.71 

+14 

+72 

27444 

+2.4 

+62 

Pakistan* 

(25) 

241.40 

+1.7 

-04 

375.11 

+1.7 

-04 

Sri Lanka* 1 

(5) 

10749 

+42 


12548 

+4.1 

+3.8 

ThaSand 

(72) 

40348 

+0.1 

+74 

405.42 

+02 

+74 

Euro/Hfid East 

(238) 

182.74 

+44 

+74 




Greece 

(47) 

243.18 

+1.4 

+0-7 

38943- 

+1 A 

+04 

Hungary" 

(8) 

115.67 

-14 

+174 

19042 

-14 

+17.7 

Jordan 

©) 

182.63 

+04 

-1.1 

27246 

+0.5 

-1.1 

Poland* 

PZ) 

491.67 

+84 

+154 

77140 

+84 

+164 

Portugal 

(26) 

121 .41 

+2.6 

+44 

124.72 

+24 

+44 

South Africa' 3 

(63) 

281.65 

+32 

+9.1 

21128 

+34 

+84 

Tiakey’' 

(54) 

130.82 

+17.4 

+252 

5.70548 

+194 

+244 

Zimbabwe 13 

(5) 

285.71 

+34 

+44 

39248 

+44 

+42 

Composite 

(1117) 

29046 

+1.7 

+59 
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Legal & General, the UK life assurance 
Basin, making it 20 per cent overwei 


roup, has raised its exposure to the Pacific 
t in equities in the region compared with 


FT/S&P ACTUARIES WORLD INDICES 


EUROPE 


Bourses respond to interest rate hopes 


become chairman and chief 
executive. Shares of the carrier 
jumped $2% cs- 19 per cent to 
$14% on news that the former 
head of United Airlines, who is 
known for his tough stance 
with unions, would take the 
reins. 


Toronto was flat in midday 
trade, with the disappointing 
results from Intel making for 
subdued trade. The TSE 300 
Composite index was 0.51 
easier by noon at 4,755.48 in 
volume of 395m shares. 

Hummingbird Communica- 
tions rose C$G% to C$4S% after 
positive first-quarter results. 

Mark Resources, at the cen- 
tre of a takeover tussle, was 
heavily traded but toe shares 
woe unchanged at C$7%. 


Ther e was e arly enthusiasm in 
FRANKFURT, where a higher 
dollar and a repo rate cut took 
the Dax index close to 2,400. ft 
peaked at a new all-time, intra- 
day high of 24398.15. 

After that there was profit- 
taking in both equities and 
bunds. Ms Barbara Altmann of 
B Metzler noted that the March 
bund future had come back by 
56 basis points from a high of 
101425. The key index closed 
3-80 lower at an Ibis-indicated 
2^75.63, but traders were not 

concerned, pointing to turn- 
over up from DM11.4bn to 
DM123bn. 

Among the weakest blue 
chips, Karstadt fell DM204S0 or 
341 per cent after flat sales in 
1995; among the strongest, 
Merck, the pharmaceuticals 
group, rose DM140 to DM6420. 
Merck was named as a new 
entrant to the Dax 100 index, 
along with Adidas, Schwarz 
Pharma and SGL Carbon, up 65 
pfgs to DM83. DM2 to DM68 
and DM1.50 to DM 118 respec- 
tively. Among the drop-outs, 
Barmag fell DM4 to DM190 and 
Felten & Guilleaume by DM14 

to HM9W1 

PARIS showed no sign of 
slowing down, most investors 
becoming convinced that the 
Bank of France would cut 
domestic int erest rates today. 

The CAC-40 index moved for- 
ward 1350 to 1,966.00 as turn- 


over improved to FFxSabn. 

There were losers Asa fell 
FFr8.60 to FFr318.50 after 
announcing a FFro.Sbn, one- 
for-seven rights Issue late on 
Tuesday. The issue was priced 
at FFr250 per share, with the 
subscription period running 
from January 26 to February 8. 
A restructuring measure, 
which was announce d at the 
same time, would mean that 
Generali, of Italy, would take 
an 11 per cent stake in the 
French company. 

R$my Cointreau shed 
FFr2450 more at FFr14750. as 
investors took another lode at 
Tuesday’s disappointing 
results and speculation 
mounted that the group's inde- 
pendence could be threatened 
becau se of fi nancial problems. 

AMSTERDAM moved ner- 
vously during the session 
before closing slightly higher, 
up D.44 at 505.00. 

Following Tuesday’s lower 
than expected profits from 
Intel of toe US there was some 
ac tivit y in Philips, which lost 
60 cents to FI 62450. Some deal- 
ers said, however, that the 
Dutch company was too 
broadly organised to fit into 
toe high-technology sector. 

The group announced yester- 
day that it was dismantling its 
communications systems divi- 
sion following the sale last 
month of its radio infrastrue- 
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ture and public communica- 
tions activities to AT & T of the 
US. Philips said that there 
would be no redundancies, 
with the 8,500 staff transferred 
to other operations. 

Unilever made Fll.40 to 
FI 231.70 as it announced that 
it was taking a majority stake 
in toe Hong Kong-based Weiss 
group of companies. This 
would enable it to strengthen 
its industrial detergents activi- 
ties in China, it said. 

Royal Dutch rose 70 cents to 
FI 221.90 helped by overnight 
strength on Wall Street, while 
Fokker dropped SO cents or 5.5 
per cent to FI 8.60 on further 
doubts about a possible rescue 
package being discussed by 
parent group Daimler of Ger- 
many the Dutch govern- 
ment 

ZURICH came under 
renewed pressure from profit- 
taking in toe heavily weighted 
index stocks, and the SMI 
imftnr fell 35£ to 3^19.3. 


Roche certificates finished 
Frl70 lower at SF18.77Q. but up 
from a trough of SFrS.665, as 
its 1995 sales figures came in at 
the lower end of expectations, 
and after Socfete G£n£rale 
downgraded the stock after its 
very strong performance dur- 
ing 1995. Sandoz, scheduled to 
report 1995 sales figures today, 
picked up SFr6 to SFrl.005. 

UBS, strong on Tuesday, fell 
SFr20 or 1.5 per cent to 
SFrl.324, and pulled other 
banks down with it 
A firmer dollar helped Sur- 
veillance up SFT50 to SFr2,380. 

mtlan edged ahead is short 
covering and position squaring 
ahead of the new February 
account. The Comit index 
picked up 6.68 to 587.62 while 
the real time Mibtel index 
turned back from a high of 
9.401 to finish 20 ahead at 9,344. 

Olivetti remained under 
pressure for the fourth consec- 
utive day as domestic and for- 
eign analysts adjusted their 


1995 and 1996 forecasts down, 
wards. The shares lost L39 to 
LI.027. taking their four ses- 
sion slide to 13.7 per cent. 

Lingering hopes of an inter- 
est rate cut helped insurers 
and heavily indebted telecom- 
munications stocks. Generali 
rose L405 to L3&240 and Tim 
was L71 higher at L2.727. 

STOCKHOLM lifted Autoliv 
by SKrS to SKr349 on news 
that the US Supreme Court 
had upheld a case against Ford 
Motor, and drug stocks rose 
with Astra A recovering SKx3 
to SKrSSS. and Pharm- 
acia & Upjohn rising another 
SKrS to SKr259 on Aids treat- 
ment hopes. But a 2.5 per cent 
drop in forestries, and weak- 
ness in other cydjcals left the 
Afi&rsv&rlden General index 
6.8 lower at 1,713.0. 

DUBLIN was higher on 
strong demand for financials 
and the 1SEQ general index 
picked Up 13£7 to 2,312422. 

Heavy foreign buying drove 
AIB 9p higher to 365p, Bank of 
Ireland 4p ahead to 465p and 
Irish Life 3p firmer at 255p. 

Smurfit, a sharp under- 
performer last year, picked up 
lp to 63p on overseas buying 
after presentations to investors 
by the chairman. 


Written and edited by WWatm 
Cochrane, Michael Morgan and 
John Pitt 


ASIA PACIFIC 


Bribery scandal leaves Bombay 1.7% down 


News of an $18m bribery 
scandal, which rocked the 
In dian political arena, left 
BOMBAY 2.7 per cent lower, as 
speculators went short, push- 
ing prices down. The BSE-30 
index lost 5257 at 2£62£L 
Federal police charged seven 
political leaders, including six 
former cabinet minis ters, in 
connection with the scandal. 
They also sought authority to 
prosecute throe members of 
the present cabinet 
Among market leaders. Reli- 
ance fell Rs8J£ to Rsl77.30 and 
State Bank of India dropped 
RS1L65 to RS18535. 


Y1.000, up Y100, after a Nihon 
Keizai Shimbun report about a 
tie-up with Microsoft, origi- 
nally announced last October. 


Roundup 


Tokyo 


lities, L&G has 
ic Basin, taking 

L&G's weighting to 30 per cent, compared with an average of about 25 per cent for 
other international funds. The region’s markets, excluding Japan, raced ahead of the 
rest of the world in the early 1990s, but have underper fo r m ed oy about 30 per cent in 
sterling terms since the peak in December 1993. 

Mr David Shaw, strategy director at L&G Investment Management, argues that 
short-term interest rates - to which the region is highly sensitive - have peaked. 

He says that the corporate earnings cycle is expected to resume an upward swing as 
real GDP growth and earnings per share accelerate in 1996, relative to the corporate 
earnings cycle within the OECD. 

With the exception of South Korea, the Pacific Basin markets are now offering 
improved value, with current p/e ratios some 19 per cent below their 1990s peaks. 

Mr Shaw concludes that the markets will he rekindled if US mutual funds restart their 
investment programmes. Monthly net inflows of $500m or more would propel the 
region's equity markets higher, but Mr Shaw is not expecting a rerun of the 1993 bull 
market, and a 20 per cent capital gam would probably see L&G taking profits. 


Tokyo gave up earlier gains to 
end Oat, with follow-through 
buying failing to emerge in 
spite of a stronger dollar and 
Wall Street’s late overnight 
advance, Reuter reports. 

The Nikkei 225 average 
ended 3.19 higher at 20.570.26 
after climbing to 20,75434. an 
intra-day high for this year. 
The day’s low was 20,569.76, 
reflecting large selling orders 
from domestic institutional 
investors. 

The dollar advanced further, 
above Y106, and volume rose 
from 428m to 554m shares. 
There were 553 gainers, 500 los- 
ers and 170 issues unchanged. 
The Topix index of all first sec- 
tion stocks added 1.93 at 
1,805.01 and toe Nikkei 300 put 
on 0.16 at 300.89. 

In London toe ISE/Nikkei 50 
index rose L93 to 1,418.94. 

Brokers said a sharp decline 
in speculative issues depressed 
sentiment in the afternoon. 
Blue chips had their winners, 
with Sharp, the most active, up 
Y50 at 71,690. 

Toshiba, next in line, firmed 
Y6 to Y831, while Sony 
advanced Y80 to Y6,630 and 
Kyocera Y110 to Y7.440. 

Hopes that carmakers would 
revise their earnings forecasts 
upwards lifted Toyota Y30 to 
Y2J23Q, and Nissan Y24 to Y856. 

Among speculative issues, 
Nitto Chemical fell Y210 to 
Y1.290, Topcon Y90 to Y1.550, 
Shinagawa Fuel Y80 to Y1J260 
and Kitagawa Iron Y56 to Y858. 
But Nikkodo ended bid-only at 


Solid early gains were eroded 
in HONG KONG, leaving toe 
market to close lower on 
renewed profit-taking. The 
Hang Seng index slid 77.33 to 
10,59382, after an early high of 
10,745.21. in turnover that 
dipped to HK56^bn. 

The market was subdued by 
news that China planned to 
damp down on toe distribution 
of economic news by foreign 
wire services to Chinese sub- 
scribers. 

Talk of a Swire A share 
placement left the stock 
ukxi 2s lower at HKS63 and 


also dampened the mood. 

SYDNEY made gains early 
on but late profit-taking eroded 
the advance and toe All Ordi- 
naries index finished 5^2 up at 
2^503, off the day’s high of 
2,263.0. Turnover was 
A$589.14m in volume of 289.4m 
shares. 

Brokers said a combination 
of higher bullion prices 
news of further mergers within 
the golds sector pushed the 
golds index up 44.1 to 2,060.5. 

Gwalia moved up 5 cents at 
AS2.41 after announcing that it 
was to mage with Burmine as 
well as buying Gasgoyne. Bur- 
mine rose 69 cents to A$3.90, 
while Gasgoyne was 19 cents 
higher at A$2.60. 

SINGAPORE was weak in 
spite of light foreign institu- 
tional buying of banks and 


some blue chips. The Straits 
Times Industrial index closed 
7.77 lower at 3390.06 as most of 
its components gave up eariy 
gains, with the largest fell seen 
in the food and drink group 
Fraser &Neave, which topped 
20 cents to S$19.10. 

KUALA LUMPUR rebounded 
but closed off the days highs 
as investors became cautious 
and locked in earlier profits. 

The composite index aided 
2.69 ahead at 1,07235, after hit- 
ting a six-month high of 
1,077.27 in the morning. 

Second board stocks picked 
up after two days of losses as 
rumours died down that sev- 
eral broking houses were 
imposing buying restrictions. 

SEOUL was weak with thin, 
depressed trading in the con- 
tinued absence of widely expec- 


ted steps by the government to 
boost toe market The compos- 
ite index dosed 11.21 lower 
at 857.06. 

The banking sector was toe 
only one to gain on continuing 
rumours that Bank of America 
planned to sell its stake in 
KorAxn Bank to Samsung 
Group. KorAm moved ahead 
WonSOO to WonlO.300. 

MANILA dropped at the 
close on profit-taking in blue 
chips, reversing a 15point gain 
seen in early trade. 

The composite index finished 
27.98 down on balance at 
2,748.77. 

WELLINGTON fell back after 
the publication of CPI data far 
the fourth quarter, which 
showed a 0.6 per cent increase. 
The NZSE-40 Capital index 
shed 2033 t& 2,080.63. “ 
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1.61 52032 50496 34098 33593 51892 56196 39016 44085 

1.48 112999 108394 75192 84997 9279.82 1241.67 84791 124197 


Financial Advisor to the Borrower: 

VITALE BORGHESI & C. s.p.a. 
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South AJhcn (451 42594 

Span (371 — 18841 

Sweden (47) 30344 


19 410.11 28496 32294 338.71 

-09 18094 111.17 128.11 15497 

02 298,16 206.72 234.48 30392 


Switzerland (40) 223.15 -02 220.73 153.08 173.64 18690 


Thaiand (46) 184.70 

Uneed Kingdom (208) 22090 

USA (633) .-24748 

Americas (780) 926.14 

Europe (733) 201.85 

Nonfle (137) 974.70 

Pacific Basin (834) — „ — ^,..165.45 

Guro-Padflc (1567) 18(142 

North America (734) 2419S 

Europe Ex UK (527) 18195 

pacific EK. Japan (352) -278.ISJ 

Ufortt&t US(irS) T8195 

World Ex UK (2186) 19942 

WOrtd Ex Japan (1910) .-^22897 


-OA 17798 123.38 13096 181.18 

09 22193 153.38 173.98 22152 

t.4 23845 18593 16794 24748 

14 21799 151.07 17197 10008 

CM 19429 134.71 15291 172.78 

02 364.68 18391 20016 23495 

04 158^1 11093 125.37 113.79 

04 17394 12093 138.72 13842 

14 23298 16128 18292 24076 

02 17592 121.55 137.88 14591 

02 265.56 18827 21140 24827 

0.3 17541 121.5S 13798 14033 

09 191.77 13296 15092 16891 

09 22062 152.06 17391 21496 


-04 225 

12 42D 


77591 26499 1B3.0B 207.05 20391 28048 2179 P 21898 

7H-76 7595 5298 5823 8320 8548 71.10 71.10 

23393 224.10 15548 175.70 20142 243.70 202.76 20BJ0 

429.78 41227 2 8590 323.23 281.70 429.79 31394 348.73 

41992 40223 27894 31546 33398 425.64 281.08 309.67 

166.70 15990 11096 12547 lte.73 18891 124.10 12BJ8 

30698 286.10 20527 232.15 30l2l 32441 23223 23997 

22990 22020 15295 17294 16598 23895 16295 16598 

18597 17791 12327 13041 181.73 18547 130.15 13890 

22797 21098 15193 17198 21898 23223 18193 18623 

244.17 23422 18247 18393 244.17 eiasn 19022 19224 


Documentation Agent 

The Bank of Nova Scotia 


Agent 


14 228 22325 214.15 14046 16790 187.82 231.18 17522 177.46 

14 344 20097 19298 13348 15147 17146 20492 16728 17£U5 

09 148 27442 28245 18222 20648 9efi m »?» 

0.7 1.17 18540 16827 109.72 12449 11X08 17197 146.83 16085 

08 204 17084 17291 1ia90 13525 136.12 18398 154.73 16444 

14 229 23826 22894 15044 178.18 237.82 24893 18014 18821 

09 248 181.62 17422 120.78 13899 14494 184.81 14949 15243 

02 100 27027 28842 18544 20028 245.74 27893 211.19 979SR 

08 2.06 18192 17343 12098 13847 13920 184.71 1SS42 16927 

14 146 1B792 189.47 13196 14895 16443 20243 163.46 17040 

1.1 891 22641 21746 15049 17045 21297 23290 18190 184.86 


Banca Commerciale Italiana, London Branch 
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